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Only STEEL 


Power for the People. No doubt about 


erous supply of electric power . . . for elec 
comfort and convenience of all of us. U. S. Steel helps to provide electricity for better 


living by manufacturing products like U- 
generating station switchboard of one of t 





Inside Information. The growing popu- 
larity of steel windows . . . and especially 
of the picture-window type like this . . . is 
explained by the ladies very simply: they 
say they like the way these windows bring 
the view indoors; they like their weather- 
tightness, their slender lines; and they like 
their ease of cleaning from inside the house. 
Only steel can do so many jobs so well. 





can do so many jobs so well 
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9% Miles of Hole... and Still Going Strong! 


The American Tiger Brand Rotary Line with whic 

this “‘Oilwell” No. 76 rig is strung, has alread 

been used in the drilling of 7 oil wells for a tota! 
of 49,700 feet of ‘‘hole.”’ In the oilfields, the prod 

ucts of United States Steel are favorites, becaus: 
i they give longer service with less trouble. 


it, America is lucky to have such a gen- 
tricity contributes enormously to the health, 


S‘S Amerbestos Wire, here being used in the 
he nation’s largest electric utility companies. 


How to use Tape without Getting Stuck. Easy. 
Just use the handy dispenser that comes with it! 
Scores of drug and grocery items these days come 
to you with ingenious dispensing devices bui't 
into them: like pressure cans for shaving cream, 
boudoir covers for cleanzers, shut-off spouts fcr 
honey containers. Many of these devices are mac? 


This trade-mark is your guide to quality steel of stecl in the form of tin-plate (1% tin, 99% steel! 


UNITED STATES STEEL 





AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUE 
OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBUR( 
GUNNISON HOMES, INC. » UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY * UNIVERSAL ATLAS CEMENT COMPANY 
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Dear Mevill Lynch: 


Without obligation, please give 
me whatever information is avail- 
able about the following securities 
which— 


(] I now own (please give num- 
ber of shares), or which... 


[] Iam now considering buying 




















I should like to have your recom- 
mendations for the investment of 
$s. ~ My objective is 


[-] Safety of capital, or 
[_] Dividends of 5°%-6%, or 
[-] Increase in value 
Name . hie 
Address 
City & State 


Just fill in and mail to— 


WALTER A. SCHOLL 
Department SF-1 


MERRILL LYNCH, 


PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 103 Cities 
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GM ENGINEERING 
.. PERFECTS TODAYS PROGRESS 
.. PATTERNS TOMORROWS 
PROMISE | 











We built our own Pikes Peaks 


lo engineer better car transmissions 


1 eases called—in engineering language— 
“electronically variable dynamometers.” And 
—when this picture was taken—a transmission was 
being given the works under precisely the same 
conditions it would meet on a Pikes Peak climb, 
including every single hairpin turn and road 
grade. 


What’s more, the performance of the transmission 
is recorded even more exactly than it could ever 
be on an actual trip up the mountain. 


Result: more knowledge added to the fund of 
information about automatic transmissions which 
our engineers have been uncovering since back in 
1927. And a continuous improvement in the per- 





CHEVROLET +» PONTIAC + OLDSMOBILE + BUICK - 


Genera Motors 


formance of General Motors famous automatic 
transmissions—Powerglide in Chevrolet; Hydra- 
Matic in Pontiac, Oldsmobile and Cadillac; 
Twin-Turbine Dynaflow in Buick. Not to mention 
GM’s automatic Army truck and tank transmis- 
sions now proving their worth in Korea. 


Here, then, is a typical example of the way GM 
engineers make use of every available material, 
every practical method—even develop new mate- 
rials and new methods —to build better, more 
economical products for you. In fact, it is this 
continuous engineering ingenuity and resource- 
fulness which make the key to a General Motors 
car—your key to greater value. 





CADILLAC «+ All with Body by Fisher +» GMC TRUCK & COACH 
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The Trend of Events 


THE ADMINISTRATION’S NEW PLAN FOR DEFENSE 
SPENDING... The Administration, submitting its 
program for defense expenditures for fiscal July 
1953-54, suggests cutting $2.3 billion off Truman’s 
estimate of $45.5 billion. It also proposes shearing 
$5,250,000,000 from the budget outlined by Mr. 
Truman which called for $41.2 billion for defense 
appropriations, thus bringing the revised figure 
down to $36 billion. 

Of the two sets of figures, the cut in actual defense 
spending for the coming fiscal vear is the more 
important as it is more immediately related to the 
possibility of attaining a balanced budget and lower 
taxes. It will be seen that the proposed cut in nearby 
expenditures amounts to only 5“. Therefore, unless 
proportionate savings can be made in items related 
to non-defense expenditures it is difficult to see how 
the budget can come into balance or even reasonably 
approach this desired end. 

A good deal of progress, of course, has been made 
through the proposed revisions but making the full- 
est allowance for all possible cuts now envisaged, the 
budgetary deficit for fiscal 1953-54 probably will 


on Dec. 31, and the scheduled cut of 5° in corporate 
taxes and the cut in excise taxes early in 1954. Unless 
substitutes can be found for these eliminations, it is 
obvious that the Eisenhower deficit will run much 
higher than $5 billion now in prospect. 

It is not difficult to see, therefore, why important 
members of the House Ways Committee are dissatis- 
fied with the relatively moderate savings that can be 
attained through the Administration’s estimates of 
its defense requirements and why they intend to 
make a determined effort to slash the budget still 
further. On the other hand, other influential officials 
are concerned lest defense outlays be cut below the 
requirements of national security. 

The Administration has taken the position that 
economic security is as important as military. How 
it can fully reconcile these seemingly diametrically 
opposed objectives under present conditions is diffi- 
cult to imagine. The chances are that it will have to 
compromise on both programs for the following fis- 
cal year in the hope that more substantial progress 
-an be made at least in fiscal 1954-1955. If that is 
the case, the outlook for a cut in over-all taxes in 

the near future cannot be con- 





amount to $5 billion, compared 
With the $9.5 billion deficit 
that would have resulted from 
the Truman budget. The situ- 
ation is further complicated 
because the new estimated 
deficit does not take into ac- 
count losses in tax receipts 
that will follow from expira- 
tion of the excess profits tax 
June 30, the elimination of the 
last 11% ineome tax increase 





We recummend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column har oleate ten : 
“What's Ahead for Business?” This n view of the vast amount of 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


sidered bright. 
THE TIDELANDS OIL ISSUE... 


misinformation handed out in 
the recent oratorical display 
on the floor of the Senate 
when the tidelands bill was up 
for a vote, we think it desir- 
able to reprint this editorial 
which appeared in our Janu- 
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ary 26 issue. As we then stated, we believe the coun- 
try, as well as the states involved, will benefit from 
transference of authority over off-shore lands to the 
states. In any case, the bill has passed the Senate and 
will be signed this week by the President when the 
House and Senate conferees meet to straighten out 
a few minor differences.—Editor’s Note) 





“The important tidelands oil bill may soon come up 
for discussion on the floor of the Senate, since the 
Interior Department apparently is giving favorable 
consideration to a resolution by Senator Tom Con- 
nally expediting such action. Last year, the bill 
passed the House with a two-for-one majority. Under 
this bill, individual states would be given ownership 
of all off-shore lands. 

The necessary legislation, probably would have 
been enacted last year had it not been for the Su- 
preme Court ruling refusing to review a decision 
handed down by a lower court which had previously 
granted ownership of these lands to the Federal 
Government rather than to the states. Hence the 
new attempt to solve this long-standing and vexing 
problem. 

Prior to the ruling, the states had jurisdiction and 
the oil companies, consequently, had a clear legal 
basis on which to operate. The uncertainties of the 
past several years, however, which have witnessed 
endless litigation, has contrived to place the com- 
panies in a position where they could not safely go 
ahead with off-shore drilling activities. The situa- 
tion is now especially acute because of the pressing 
need to develop the nation’s oil resources, and neces- 
sarily has direct bearing on the future of oil devel- 
opment along the shores of the Gulf Coast, where 
very extensive projects are being held in abeyance. 
This is particularly unfortunate since past experi- 
ence in California, where off-shore drilling has been 
successful, has shown that similar geological forma- 
tions directly off the Gulf Coast can be exploited 
profitably in many localities. 

The essential fact in this situation is that the oil 
industry would prefer to operate under state juris- 
diction rather than that of the Federal Government. 
There are two general reasons for this preference: 
One is that the industry has little confidence in Gov- 
ernment regulations emanating from a_ typical 
bureaucratic headquarters, distant from the scene 
of activity, and overwhelmed with a sense of its 
power. The other is that the industry finds it more 
efficient to operate under state supervision since the 
state authorities possess a more complete under- 
standing of local conditions and are, therefore, in a 
better position to cope with the practical problems 
of operation as they arise. 

There are some who cynically assert that the real 
reason for the industry’s desire for state regulation 
is that they can more easily “control” state legisla- 
tures than the Federal Government and, hence, 
would be in a better position to secure favorable 
terms for itself. This is one of those glib conclusions 
that can easily be disproved. An illustration is the 
enduring quality of supervision offered by the Texas 
Railway Commission, which has the duty of regulat- 
ing oil production and prices in that state. This 
Commission has in its many years of existence shown 
a stern sense of duty to the public, and at the same 


time has preserved the legitimate interests of the 
oil industry. The State of California has an equally 
good record in this respect. We do not doubt that if 
legislation is passed giving control of their off-shore 
lands back to the states, the public interest will be 
well served, at the same time that the industry is 
permitted to make its needed contribution, at a fair 
profit to itself and to the benefit of the nation as a 
whole.” 


FEDERAL POLICIES AND MONEY RATES... An aspect 
of the tight money situation that deserves emphasis 
is that it is the inescapable result of the extremely 
sharp increase in business activity during the past 
half year. As a matter of fact, production is now at 
its highest peace-time levels in history, the latest 
Federal Reserve Board production index reached 
242% compared with 221% a year ago. Against this 
vivid background, the restrictive credit policies now 
in force are necessary if the economy is to be main- 
tained in a state of balance. 

The question emerges, however, as to what the 
Federal Reserve Board and Treasury policies would 
be in the event business activity slackened materially 
and unemployment threatened. Statements by some 
government officials indicate that in such a situation 
credit would be eased in order to afford relief and 
maintain stability. The Eisenhower administration, 
in fact, is on record as supporting such a policy. 

At present, a reversal in current credit policies is 
not looked for in face of sustained high industrial 
activity. This does not preclude a shift should it be 
needed. The important point is that this Adminis- 
tration, unlike its predecessor, is prepared to adopt 
credit policies that are flexible and in accord with 
economic requirements rather than political neces- 
sity. This is a tremendous gain for the business com- 
munity as it offers a sound basis for confidence in the 
all-important field of government credit control. 


THE WRONG KIND OF REGULATION ... The recent 
assault on the Interstate Commerce Commission 
springs from the sense of frustration which railroad 
officials have long felt in regard to the tardiness of 
the Commission’s decisions. If this anger has now 
reached the point where influential voices are raised 
in behalf of abolishing the rate-making powers of 
the I.C.C.—a very drastic and probably undesirable 
solution—the fault is with the way in which existing 
statutes are administered. 

There is no question that the Commission is prov- 
ing more and more ineffective in dealing with impor- 
tant railroad problems. Its deliberations are pro- 
tracted beyond endurance and decisions are often 
rendered years after a petition for relief has been 
lodged. It is time this archaic system of administra- 
tion was abolished and that the Interstate Commerce 
Commission so reconstituted as to enable it to hand 
down decisions more promptly. If needed, the basic 
statutes should be revised and Congress, therefore, 
should lose no time in setting about this task. 

Railroads perform a most vital function in our 
economy. In response to the nation’s needs, they have 
been expending vast sums for modernization under 
unnecessary handicaps imposed by the regulatory 
power. If these hobbles were removed, they could do 
an even better job in (Please turn to page 250) 
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As J Seo Jt! 


By JOHN CORDELLI 


THE LEOPARD NEVER CHANGES HIS SPOTS 


Atte nearly a month of renewed negotiations 
with the North Korean and Chinese communists, the 
daily bulletins from Panmunjom are beginning to 
sound like those frustrating reports one heard every 
morning throughout the greater part of 1951 and 
1952. From all appearances, the communists are up 
to their old tactics of stalling for time, haggling over 
details and sounding off 
for propaganda pur- 
poses. 

One cannot help think- 
ing that the exchange of 
a few sick and wounded 
prisoners — with actually 
fewer of them delivered 
than originally antici- 
pated — was nothing but 
a shrewd, calculated 
move to drive a wedge 
between the Western Al- — 
lies in case Washington -— 
refused to consider a 
peace offer and, more im- 
portant, a clever move to 
ward off a military 
knock-out which Peiping ¥ 
must have realized was 
being prepared by the 
new American Adminis- 
tration. 

Initiative is at present 
in Peiping rather than in 
confused, leaderless Mos- 


Pied 
cow. Peiping sees clearly = a 
the value of protracted =. 


negotiations. Not only = 

are American offensive arly 
operations being post- ait 
poned, but as once before, 

the fruitless talks will 

give time to Chinese and 

North Korean forces to 

repair their badly bat- 

tered positions. All this 

will make a stalemate so much more certain, and 
stalemate is what Peiping wants. Moreover, as the 
developments of the last few weeks have shown, a 
clever peace offensive releases Peiping’s resources 
for aggression elsewhere: in this case, against back- 
ward Laos, one of those soft spots unfortunately still 
remaining along the periphery of the Western 
World’s orbit. 

Laos, incidentally, illustrates how, no matter how 
much the communists may talk peace, their actions 
aimed at the weakening of the free world always give 
them away, their recent retreat notwithstanding. We 
have frequently pointed out that it is to the benefit 
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“THE TIMING ISN‘T SO GOOD” 
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Dowling in The N. Y. Herald Tribune 


of the Chinese and Korean communists to have large 
inactive forces of the United Nations pinned down 
in Korea. Thus by permitting ourselves to become 
engaged in long pointless discussions in Panmunjom 
we are playing into the hands of Mao Tse Tung, who 
has been growing in world stature since the demise 
of unlamented Mr. Stalin. 

For this reason we are 
inclined to believe that 
nothing good will come 
out of the Panmunjom 
armistice talks unless the 
communists are per- 
suaded to give in quickly 
and on the United Na- 
tions’ terms. Moreover, it 
is our belief that the Pan- 
munjom talks will suc- 
ceed only if the United 
Nations obtain from Mos- 
cow and Peiping a defi- 
nite commitment in re- 
spect to the general set- 
tlement of Southeast Asia 
problems. Unless such a 
commitment is received, 
the free world will be 
faced with redoubled 
communist aggression in 
Indo-China and with 
drives against Burma 
and Thailand and pos- 
sibly Malaya which only 
recently the British have 
almost succeeded in paci- 
fying. Such a commit- 
ment must also include 
some assurance that com- 
munist activities in Indo- 
nesia will cease and that 
important country be left 
to peaceful development. 

How can the commu- 
nists — in Peiping in par- 
ticular — be persuaded to give guarantees regarding 
their intentions in Southeast Asia? At the risk of 
appearing belligerent to some people who have been 
taken in by communist peace talk, we maintain that 
we can obtain the necessary guaranties by a firm 
stand — a united front of all free nations — and by 
constant military and diplomatic pressure. Readiness 
to use atomic weapons against the installations in 
Manchuria, or against the communist aggressors in 
Korea and Indochina, will not endear us to India or 
Pakistan, but it will not be lost on Mao Tsetung or 
Ho-Chi-Minh. The communists, like the Naizs, have 
respected and will respect (Please turn to page 252) 
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Orderly Market Adjustment in Progress 


With attention shifting from the Communist “peace” facade to continuing high business 


activity, good earnings and good dividends, the market rallied moderately over the past 


fortnight. A near-term basis for more than trading-range fluctuation is not apparent. A con- 


servative investment policy remains called for by basic considerations. 


By A. T. 


hii was some recovery in stock prices over 
the past fortnight, extending into the forepart of 
last week, followed by mild recession on which trad- 
ing volume contracted to the smallest figures seen 
since last October, or shortly before the Eisenhower 
election. Hesitation and extreme dullness developed 
in advance of the news of Communist concessions 
suggestive of possible nearing agreement on a Ko- 
rean truce, and ahead of reports of tactical retreats, 
for conjectural reasons, of the Communist forces 
in Laos. 
This news adds a bit to uncertainty over the near- 


MILLER 


term course of world affairs. Stock market response 
to it was apathetic because, on second thought, it 
had been recognized that the chances for a general 
peace settlement, on terms tolerable to the free 
world, are slight; and because the “peace scare” 
touched off by the initial maneuvers of the present 
Moscow regime was discounted by the emotional sell- 
ing, in several concentrated waves, on the March- 
April sag in stock prices. The market is usually 
wrong in its initial reaction to unexpected world 
news, and it does not discount any given factor, real 
or fancied, twice. It would take more than a Korean 
armistice to induce another big attack of 





MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR 
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DEMAND for STOCKS 


AS INDICATED BY TRANSACTIONS 





MEASURING INVESTMENT AND SPECULATIVE DEMAND 


investment jitters. 
Recovery Within Technical Limits 


At the best rally level up to this writ- 
ing, the Dow industrial average had made 
up about 388% of its March-April decline, 
the rail average about 30°, utilities 
19%. These figures are well within the 
limits of a normal technical rebound, 
stemming more from abatement of sell- 
ing pressure than from any decisive in- 
crease of demand. The latter remains 
comparatively light, as indicated by mod- 
est average trading volume on the upturn 
in prices. Recovery could go further and 
still leave the major trend in question. 
Indeed, the question cannot be resolved 
on the favorable side without a rise above 
the earlier highs. That is not a near-term 
probability in view of the current rather 
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cautious investment-speculative mood, 
which takes into account not only in- 
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se creased doubt about maintenance of high 

q business activity beyond comparatively 

” nearby months but also the fact that the 
veal Dow industrial and rail averages proved 
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unable to better the major highs of last 
January and December, respectively, on 



































the February-March upswing. 
If the usual seasonal summer improve- 
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ment should prove abortive — a test that 
cannot be expected before July — it is 
hard to imagine that hope for reestab- 
lishment of the major upward trend can 
OF WALL STREET 
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be maintained. The supply 
level represented by the 
earlier highs and by the | oo 
slightly lower March highs 
is clear-cut, of relatively 
jong duration, and must be 
presumed to be formid- 
able. The same is not true 
of the support level at the 
April lows. Only tentative | !°$ 
significance can presently 

be attached to it. Whether | 300 
it will hold on test, either 
somewhere in the next six | *%° 
weeks or on a later sell-off, 
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remains to be seen. If | **° 
broken after a rally of sev- | azo 
eral weeks or more dura- 120 
tion, the zig-zag pattern | ,,; 
thus established will be 

that of at least a minor 110 


bear market. 

It is true enough that 
additional decline or ad- | '° 
vance following a purely 
technical indication of this - 
kind has at times been 52 
small, even slight. It might 
possibly be so of a down- 5 
side penetration if it de- 
velops in this instance; 
but an assumption to that 
effect could be risky. You 
have to bear in mind that 
(1) evidence indicative of 
a general downward 
trend, supplied by a break- 
ing of the April lows after 
arally of only moderately 
greater duration than that already seen, would be 
given at a relatively advanced market level, since 
the April lows were only 8% and 40% under the 
highs for the industrial and rail averages, respec- 
tively; (2) that the bull-market at the highs to date 
was fairly old, having run for three and a half 
years; and (8) that the business boom is not only 
old, but has run longer than any previous one. 

The market is less selective than it has been in a 
long time. This reflects a rather general investment 
and speculative hesitation, less inclination toward 
special-situation buying. The restricted rally in rails, 
normally more volatile than industrials, emphasizes 
increased speculative caution. The even more limited 
rally in utilities highlights the reduced appeal of 
income yields on stable-dividend stocks, in conse- 
quence of the rise in yields on fixed-income securities 
to the highest levels since before World War II. 
New issues of average-grade corporate bonds at 
yields around 4.25%, and of tax-exempt municipal 
bonds around 3%, are numerous today; and are ef- 
fectively competing for investment money with com- 
mon stocks at yields averaging about 5.7% for rep- 
resentative industrials and about 5.4% for utilities. 
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Strong And Weak Points 


_ On the supporting side for the stock market, argu- 
Ing against a decline serious enough to justify a 
“sell-everything” policy, are: (1) much more mod- 
erate price-earnings ratios and substantially higher 
dividend yields, both absolutely and relative to bond 
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yields, than obtained at past bull-market highs; (2) 
long psychological preparation for “the coming 
postwar business slump”, recurrently allowed for in 
investment thinking ever since the end of World 
War II; and (3) assurance that the Eisenhower 
Administration will move to counter any deflation 
spiral as resolutely and intelligently as it has coun- 
tered inflation. 

On the other side of the picture, we cannot expect 
maintenance for more than a matter of months of 
record outlays for new plant and equipment, record 
outputs of automobiles, appliances, steel; a record 
over-all volume of construction; or record corporate 
and personal borrowing. Booms do not go to the sky; 
credit stringency, as at present, usually foreshadows 
their reversal; and the reversal, although it is un- 
likely to be either violent or extreme in this instance, 
‘an never be painless. 

In portfolio management the prudent policy, as we 
have emphasized heretofore, is to reduce or eliminate 
holdings of speculative and cyclical stocks in rally 
periods; and to increase the portion of funds lodged 
in defensive securities. How far the investor should 
move in the latter direction depends on his circum- 
stances, temperament and income requirements. The 
more protection of principal one demands, the lower 
will be the yield. There is full protection in Federal 
Savings bonds, savings deposits or short-term Treas- 
ury obligations. At the other extreme are speculative 
common stocks. In between, in order, are good muni- 
cipal bonds, high-grade corporate bonds, quality 
preferred stocks and (Prease turn to page 252) 
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These charts show how sales of various types of manufacturers vary 



























under cyclical economic changes. Since the amount of sales is determined 
by prices as well as volume, the price trend is of enormous importance 
to business. This article describes comprehensively the factors which 
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— What Can We Expect? 


By THOMAS L. GODEY 


» prices and flickers of peace 
between East and West are making businessmen 
apprehensive about the future. This is a natural re- 
action since American business has been and is 
enjoying the most prosperous cycle in history. 

What are the prospects for the future? What are 
the facts that will govern? 

There are many signs to indicate that changes are 
coming in the price level. Aside from the extensive 
decline which has already taken place in world 
markets for raw materials, there are indications that 
hitherto exempt commodities such as petroleum and, 
more recently, metals are facing a situation of 
potential over-supply. More recently, manufacturers 
have been trying to gain added protection through 
more comprehensive use of the “fair-trade practices 
act’. Aside from some of the major world com- 
modities, however, there has been no real reflection 
of the changing economic picture so far as the gen- 
eral price level is concerned. Yet, it is not to be 
wondered that businessmen are scanning the price 
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horizon for their future 
profits, to a considerable ex- 
tent, may be involved in any 
important change in trend. 

It should be remembered 
that cyclical business movements in the past have 
shown that prosperity cycles since the industrializa- 
tion of the United States have not exceeded three 
years—at best five years, and, in one instance seven 
years. The greatest period of prosperity occurred 
between 1900 and 1907. This followed the panic 
of 1897. 

The future prosperity of the United States and the 
countries outside of the Iron Curtain depends to a 
large extent on the behavior of commodity prices, 
which have been declining in recent months. 


An Orderly Change 


Any decline in prices and its over-all effects, how- 
ever, must be viewed in context of a quite solid 
economy, vastly different from that of a quarter of 
a century ago, or longer, and that whatever pro- 
gression toward lower levels of business volume may 
take place would be expected to be most orderly, 
offering plenty of time for business to make any 
necessary adjustments. 

THE 
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There are many signs that business already under- 
stands the nature of the problem and is making 
preparations to meet it through increased operating 
efficiency, the opening of new markets and improved 
selling methods. 

However, it must be admitted that the difficulties 
will be numerous. Among the most serious are these 
problems to be considered which will be discussed 
separately : 

1. The decline in commodity prices since Novem- 
ber, 1952: Both wholesale and consumer commodity 
prices universally have shown a decline in recent 
months. The election of President Eisenhower with 
his pledge for a sound dollar ushered in a new era 


of what might be labelled — “unmanaged” — money 


policy in this country and other nations in NATO. 
The world markets took the cue from the United 

States, since this country had spent $36 billion after 

Hiroshima to bolster the West against the East. 


Commodities in Decline 


Wheat, corn, oats, cocoa, textiles, lead, copper, 
tin, rubber and hides—all commodities in which the 
world trades in, having suffered a price drop from a 
year ago. Some even, such as lead and tin have had 
a severe beating, zinc included. 

In the United States, wholesale prices of all com- 
modities have shown only a slight decline from the 
Korean war peak. The Bureau of Labor Statistics 
index of wholesale prices rose from 103 at the end 
of 1950 to a peak of 113 in February, 1952, but has 
declined now to less than 110. 

The Canadian index has had a similar statistical 
history and the pattern in other countries, as re- 
ported by the Federal Reserve Board, has 
been similar. However, key war com- 


to $74 billion at the end of 1952. 

An appreciable decline in commodity prices will 
adversely affect earnings of those corporations who 
are participating in the defense program. Actually, 
no statement can be made with more finality than 
every corporation will be hit in varying degree by 
the drop in prices. 

Therefore the trend of commodity prices, hemmed 
in by East-West peace-talks and other factors, is an 
integral part of gauging future prospects. 

Predictions of actual price trends in coming months 
are especially hazardous but the general concensus 
is that a slow, gradual decline of from 5% to 10% is 
in the offing in consumers’ durables. This is the area 
of greatest interest at the moment as there have 
been very few important price cuts in this division, 
the Chrysler reduction being the only notable occur- 
rence. In consumers’ non-durables, such as textiles, 
footwear and furniture for example. There is a close 
balance between supply and demand at the currently 
reduced rate of operations but, judging by recent 
retail trends, it would seem that it will be difficult 
to hold the price level with competition becoming 
stronger and pressure for lower prices rising. Any 
decline, however, should be moderate. 


The Administration’s Dilemma 


2. Stretch-out in military spending: Mr. Eisen- 
hower wants to reduce military as well as overseas 
aid in fiscal 1954 by $8.5 billion. 

The bulk of the cut is centered on munitions. The 
President’s statement that he will not sacrifice secu- 
rity for economy is debatable. Nevertheless, from a 
realistic viewpoint, companies with defense con- 
tracts will feel the pinch. 


IMPORTANT PRICE CHANGES 





modities, like lead, copper, and zinc have 
dropped at a greater pace than the 
staples included in the overall BLS index. - 

Consumer prices, however, have shown 
a lesser tendency to decline than whole- 
sale values, since the average consumer 
does not directly deal in the war com- 
modities, except when he buys so-called 
“heavy” household goods. 


Thus far, the range of prices in con- 
sumers’ durables has remained fairly 
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constant and the ending of controls has 
had no effect whatsoever on the price 
level. It must be said, however, that prices have 
thus far been sustained by the exceptionally heavy 
general production and full employment. That 
businessmen generally expect some sort of a de- 
cline within a few months is indicated by their 
conservatism in buying policies, especially be- 
cause, in their view too large a proportion of sales 
are now made on credit. Wishing to prepare them- 
selves for any contraction that might ensue, they 
are reluctant to build up their inventories, at least 
beyond present levels. It might be said that a new 
psychological note is being injected into the situa- 
tion though it is not yet apparent on the surface. 

The decline in commodity prices is an important 
factor in corporate earnings and is a gauge in the 
future earning power of corporations. This may 
be reflected in the industry situations. 

The earnings phase from the inventory stand- 
point is important. Inventories of all businesses 
have risen from $52 billion in the beginning 
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“T have always firmly believed that there is a great 
logic in the conduct of military affairs,” the Presi- 
dent said. “There is an equally great logic in economic 
affairs. If these two logical disciplines can be wedded, 
it is then possible to create a situation of maximum 
military strength within economic capacities.” 

Mr. Eisenhower is attempting to do the seemingly 
impossible: save money and rearm. The two are in- 
compatable. The President’s statement should be 
taken with an economic pinch of salt. 


The Money Rate Situation 


6. The return of the United States to orthodox 
central banking policy. 

Since 1933, the United States and other countries 
have forsaken sound economic practices, particularly 
the classic equations such as supply and demand and 
the fact that interest rates govern the pattern of 
prices. 

Historically, interest rates set by central banks 
have governed the prices of commodities. Now Mr. 
Eisenhower’s administration is returning to this old- 
tested theory. 

The first step was taken in March, 1951, when the 
Federal Reserve Board and the Treasury Department 
reached an “accord” whereby the Federal Reserve 
Board stopped pegging the price of long-term govern- 
ment bonds. 

As a consequence, government securities declined 
and yields went up. Interest rates have been on the 
upswing since then. 

William McChesney Martin, chairman of the Fed- 
eral Reserve Board, simply stated this policy thus: 
“Not only in this country but in the entire Western 
World we are seeing a return to the principles on 
which our strength rests. Under our governmental 
institutions and our economic system, the maximum 
benefits for all of us flow from utilizing private prop- 
erty, free competitive enterprise, and the profit 
motive in accordance with the dictates of the market 
place—something that was almost forgotten for a 
period of years.” 

Higher money rates tend to increase the cost of 
doing business, generate more competition and, there- 
by, have an ultimate effect on prices. Investors will 
watch closely those companies which normally use 
heavy short-term financing to carry on their oper- 
ation as this involves additional operating costs as 
borrowing charges increase. 

7. The existing dollar gap: United States exports 
are still a prime factor in the Western World’s ability 
to buy. More important, however, is the trade policy 
which will be pursued by the Republican Adminis- 
tration. 

A larger number of high-tariff legislators are in 
the 83rd Congress than in preceding sessions. Mr. 
Eisenhower wants to encourage trade with Europe, 
but can he succeed? 


Drop in Farm Prices 


United States agricultural exports are on the de- 
cline and the drop in the last six months measures 
almost 30 percent. Declining farm exports simply 
reflect a belt-tightening policy by the non-dollar 
world. 

The other day Assistant Secretary of Commerce 
Samuel W. Anderson said: “The ability of the United 
States to export its goods depends altogether upon 
how many dollars are available in the world outside 
to spend.” 
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Pointing to past experience, Anderson said, “If we 
had not provided $36,000,000,000 in foreign aid since 
the Second World War, there is no doubt our exports 
would have been reduced, probably even more than 
$36,000,000,000 worth.” 

Anderson and the President are logical in their 
approach to the problem but the key to the solution 
lies with Congress. Congress, heavily dominated by 
protectionists may even raise a new tariff wall. 

Lower imports will reduce the dollar capacity of 
the rest of the world to buy. This is another contribu- 
ting factor in analyzing prospects for prices. 

8. Improvement in manufacturing and farming 
methods of the rest of the world: It is a paradox that 
in a world of plenty, there is poverty and starvation. 
However, since the end of the Second World War, 
tremendous progress has been made in the production 
of food and goods, and this is having an effect in 
prices. With the exception of backward countries 
such as India, Pakistan, Iran, Egypt and most of 
Africa, the rest of the world has improved its food 
producing methods. In determining commodity 
prices, all these factors should also be taken into 
consideration. 

These are the uncertainties. But there is one posi- 
tive aspect to the entire situation. President Eisen- 
hower told Walter P. Reuther, head of the Congress 
of Industrial Organizations, that there will be no 
marching backwards, if peace comes to the world. 

Reuther had asked the President about his plans 
regarding a recession, and Mr. Eisenhower replied: 

“T intend to see that every useful measure, private 
and public is taken, to create conditions that foster 
economic stability and a rising standard of living for 
our people.” 

In no segment of the economy is the prospect for 
lower prices more important than labor. Since the 
end of World War II, as prices have risen, wages 
have risen, both interacting on each other. With full 
production restored on all civilian items, and pipe- 
lines to distributors completely filled, the price level 
can be maintained only as long as consumer buying 
power remains at the peak. This, to a very large 
extent, depends on the wage level which is already so 
high as to narrow the margin of profit for most manu- 
facturing and distributing industries. Any attempt 
to upset the present delicate equilibrium through a 
demand for higher wages generally would have an 
unsatisfactory effect on the profit margin as, owing 
to the recent enormous productive power of the na- 
tion, a rise in prices can no longer be expected to 
follow any wage increase. In this respect, the situa- 
tion is totally different from what it was in the infla- 
tionary post-war rise. 

Finally, the psychology of the consumer as well as 
the businessman must be taken into consideration. 
For the reasons, given above there is some uneasiness 
that greater conservatism in government spending 
may have an effect in reducing the ultimate demand 
for goods and that even a mild decline could produce 
a more cautious attitude on the part of buyers. Thus 
far, this is an intangible but may make its appearance 
later on toward the end of the year. 

In the meantime, the adjustments in view are 
likely to be most gradual and orderly. There are even 
some compensating factors. Lower prices would 
mean lower costs and, especially, a cut in taxes, would 
prove beneficial. At any rate, there is no reason to 
expect further important price declines, many of them 
having already taken place in world markets. 
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"he question whether the excess profits 
tax will expire on June 30th is still very much open, 
even though final decision is necessarily only a few 
weeks off. Washington sources, however, maintain 
that the odds favor its expiration. Assuming that 
EPT does expire, the consequences for investors 
are not as simple as some think. The general im- 
pression viewing its possible end as an investors’ 
bonanza can be misleading. Only a limited number of 
corporations—about one in six—are affected by EPT 
now, and many that are affected may not benefit 
much from its elimination because of offsetting 
factors in their operations. Investors who have taken 
sound investment positions and maintained adequate 
cash reserves, in line with policies recommended by 
this magazine, are cautioned against altering these 
considered decisions of the past without careful 
examination of what EPT expiration implies for 
the market as a whole, and for individual securities. 


What is EPT? 


Like its World War II predecessor, the current 
excess profits tax is applicable not to a corporation’s 
total pre-tax income, but to only that part of the 
income that exceeds a certain “credit”. In most cases, 
the credit is, roughly, six-sevenths of the corpora- 
tion’s average annual income in the three best of 
the years 1946-1949. (An alternative credit is based 
on a fixed percentage of the corporation’s invested 
capital in the current year, but few find this alterna- 
tive advantageous. ) 
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The amount of the corporation’s income that ex- 
ceeds this credit is taxable at the EPT rate, now 82% ; 
the credit itself is taxable at the normal (including 
surtax) rate of 52°. In other words, a tax of an 
additional 30% is applied to income greater than the 
income earned in the presumably normal period 
1946-1949. Tax liability under EPT is limited to 
18% of net income: that is, the total normal and 
EPT tax cannot exceed 70% of total net income 
(52% normal, and 18° EPT). 


Variations in Effects 


For those whose concept of an excess profits tax 
dates from World War II it should be noted that EPT 
rates in the post-Korea period are considerably 
lower, and any effects of expiration would be pro- 
portionately less. In the late years of the war, the 
EPT rate paralleling the current 30% rate was 
55%; the normal tax rate corresponding to the 
current 52% was only 40%; the total-tax limit was 
80% of total income, compared with the current 
70%. For corporations hit with maximum force 
by EPT, the end of the World War II tax meant a 
tripling of after-tax income, while end of the cur- 
rent EPT would mean an increase of about 60%. 
Whereas in the late war years, EPT accounted 
for 60% of total corporate taxes, it now accounts 
for about 10°. During the war, EPT was the major 
source of federal revenue from corporate earnings: 
now it is a device for skimming some of the cream. 

A second caution in connection with weighing the 
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effects of an expiration of EPT is that most cor- 
porations, in most industries, are not now paying a 
significant excess profits tax simply because their 
current pre-tax income is not much higher than 
their income in the base-period years 1946-1949. 
In general, industries which have not participated 
in defense contracting to any substantial degree, and 
which have not supplied capital goods to defense 
industries, have been little affected. Foods, most 
household products, textiles, retail trade, are ex- 
amples of industries in which EPT liability is gen- 
erally low. 

EPT liability in 1952 was concentrated within a 
relatively small group of industries: aircraft, of 
course; automotive companies, which are major con- 
tractors of defense hard goods; automotive parts 
makers, which are heavily in subcontracting work 
for both aircraft and land armament; industrial 
machinery makers, which have profited from sub- 
stantial capital outlay requirements of the original 
“broad-base” defense plan; makers of electrical pro- 
ducts; tire and rubber manufacturers; and metal 
fabricating companies. 


Not in an Economic Vacuum 


A list of companies in which EPT liability was a 
considerable portion of total tax liability in 1952 
accompanies this article. The records of some of 
these companies disclose that an apparent sharp 
gain in net income will result from expiration of 
EPT. But investors’ decisions should not be made on 
the basis of the EPT-per-share figures alone. In fact, 
among companies paying EPT it may be that over 
the next year many paying a relatively small tax 
will do better than those paying a relatively large 
one. EPT-per-share is no substitute for sound analy- 
sis of company and industry conditions: decisions 
based on it alone, as many have been recommending, 
can lead to serious mistakes. 

In the first place, it does not make sense to treat 
an expiration of EPT as occurring in an economic 
vacuum. If EPT is terminate, the termination will 
very likelv be associated with other emerging con- 
ditions which will affect investment markets and 
should be considered at the same time. Among the 
most important of these related conditions is the 
very earnest attack being made on federal spending 
by an administration that is committed to keeping 
expenditures in line with receipts. This attack is 
concentrated on defense spending, since savings in 
other areas are necessarily small, and expiration of 
EPT is more or less likely, depending upon the 
progress the Budget Bureau will be able to report 
in cutting back the rate of defense spending. 
Tentative comments by Mr. Eisenhower and Mr. 
Taft, while they did not suggest a major paring of 
defense, indicated that the defense peak is the cur- 
rent rate, and that in six months defense spending 
should be heading downward It is highly unlikely 
that the administration will lay itself open to a 
charge of big-business bias by allowing defense pro- 
duction and defense profits to continue at a high 
rate and at the same time have no machinery by 
which part of the defense—induced profits can be 
recaptured. 


EPT and Defense Business 


The companies and industries that stand to gain 
from the end of EPT are, in virtually all cases, the 
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same companies and industries whose defense back- 
logs and rates of defense production are likely to 
be curtailed. In many cases—the auto industry is an 
illustration—reductions of defense production will 
free a very considerable amount of plant and tool 
capacity for civilian production, and supply in these 
industries is already so heavy as to make competition 
for non-defense markets intensely keen, and intensely 
costly. It might be noted that news about Korean 
truce talks pointed to an increase in the likelihood 
that EPT could lapse at mid-year, but the stocks 
that were hardest hit by peace talks—aircraft, ship- 
building, machine tools, automobiles—were precisely 
those paying the heaviest excess profits taxes. This 
is not a whim of the market, but a sound recognition 
that EPT payments are correlated with a high level 
of defense business, and both the tax payments and 
business volume are likely to stand or fall together. 


Secondly, many defense-related industries (such 
as machinery) which are now subject to heavy EPT 
incidence, are highly cyclical, with tendencies to 
fluctuate widely. Even if defense itself were not to 
decline much over the next year, the civilian markets 
for the products of these industries may be con- 
tracting relatively rapidly. In recent years the great 
postwar boom has become increasingly concentrated 
among durables industries, and more and more 
analysts of business conditions have pointed warn- 
ingly to the relatively high proportion of postpone- 
able-type durables expenditures in the nation’s total 
output. 


Analyzing the Benefits 


Among makers of consumer durables—automobiles 
and major and minor appliances, radio-television— 
consumer markets now appear to be extraordinarly 
dependent on the extension of installment credit. The 
outlook for capital goods makers is also clouded by 
the heavy outpouring of machinery over the past 
five years, and surveys of anticinated expenditures 
for capital outlays in 1953, while they point to a 
record high level for the year as a whole, point 
downward in the last two quarters. It may also be 
worth noting that while the removal of EPT may 
act to raise the rate of net income in many hard- 
woods companies, it will also make their net income 
more vulnerable to changing business conditions. 
For companies now deep in the excess profits bracket, 
it takes a decline of $5 in pre-tax net income to 
reduce after-tax income by $1. After EPT expires, 
it will take only a decline of $2. 

Again, in many industries which would be bene- 
fitted by the end of EPT there is no assurance that 
the bulk of the benefits will accrue to the stockholder. 
Part of the increment in income may be diverted 
to labor; high profits will provide a strong incentive 
for higher wages, and a strong bargaining position 
for unions. (Employment in many of these industries 
is preponderantly of skilled labor, which is still in 
acutely short supply.) Part of the benefits may flow 
to suppliers of the industry, in the form of increased 
matrials cost, and part may flow to consumers in the 
form of lower prices resulting from increased com- 
petition. Finally, in self-defense against possible 
charges of pro-business bias. the Revublican ad- 
ministration may find it expedient to play for closer 
profit margins on defense contracts, and to lean more 
heavily on renegotiation procedures to recapture 
defense profits. 
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Effect of EPT on Representative Company Earnings 
———— Per Common Share ———— ———— Per Common Share 
Earns.* Div. Paid Earns.* Div. Paid 
1952 1952 if no EPT Per Share 1952 1952 if no EPT Per Share 
EPT Earns. After 6-30-53 1952 EPT Earns. After 6-30-53 1952 
AIRCRAFT METALS — Non-Ferrous 
Boeing Airplane ......... $ 5.63 $ 8.67 $11.49 $ 3.005 Aluminum Co. of Amer. 1.11 8.38 8.94 3.005 
Douglas Aircraft ............ 4.71 8.995 10.95 3.75 American Zinc, Lead 0.20 3.44 3.54 1.00 
Lockheed Aircraft ........ 0.18 3.61 3.70 1.20 Phelps Dodge 0.03 3.45° 3.47 3.00 
United Aircraft .......... 2.36 5.18 6.36 2.00 MISCELLANEOUS 
AUTO PARTS Armstrong Cork 0.53 5.47 5.74 3.10 
Bendix Aviaiton : 4.16 7.227 8.26 3.75 Beneficial Loan 0.13 3.63 3.70 2.10% 
Eaton Manufacturing 2.76 5.27 6.65 3.00 Corning Glass Works 1.08 3.77 4.31 2.00 
Thompson Products... 3.88 7.51 9.45 2.00 Eastman Kodak 0.82 2.74 3.15 1.805 
Timken Roller Bearing... 2.55 4.38 5.66 3.00 Industrial Rayon 0.38 4.83 5.02 3.00 
National Biscuit 0.11 2.56 2.62 2.00 
AUTO & TRUCKS National Cash Register 0.55 5.14 5.42 3.00 
Chrysler Corp. ie 3.56 9.04 10.82 6.00 National Dairy Products 0.79 4.23 4.63 3.00 
General Motors : 1.81 6.26 7.17 4.00 Owens-Corning Fiber 0.16 1.65 1.73 .60 
Owens Illinois Glass 0.55 5.30 5.58 4.00 
BUILDING Penick & Ford 0.73 2.89 3.26 2.00 
Alpha Portland Cement 0.87 4.74 5.18 3.00 Sunshine Biscuit 0.13 5.71 5.78 4.00 
Carrier Corp. ................ 1.46 4.89% 5.38 1.40 
Pittsburgh Plate Glass 0.28 4.07 4.21 2.00 OL 
U. S. Gypsum ee 1.96 11.55 12.53 7.50 Pan-American Petroleum 0.92 4.44 4.90 1.75 
Richfield Oil 0.95 6.41 6.89 3.50 
CHEMICALS 
Air Reduction .. 0.32 2.25 2.41 1.40 PAPER 
Allied Chemical ............ 0.33 4.55 4.72 3.00 Dixie Cup 0.47 3.02 3.26 1.60 
Rohm & Haas .................. 2.004 5.73 6.73+ 1.60° Hinde & Dauch 0.30 3.29 3.44 1.50 
Texas Gulf Sulphur... 0.13 7.52 7.59 7.00 International Paper 1.30 5.75 6.40 3.00 
Sutherland Paper 0.80 2.74 3.14 1.50 
DRUGS 
Merck & Co. ae 0.11 0.96 1.02 .80 RAIL EQUIMENT 
Parke, Davis ......... . C04 3.22 3.34 1.90 American Brake Shoe 0.82 3.52 3.93 3.00 
American Locomotive 1.13 2.84 3.41 1.40 
ELECTRICAL PRODUCTS General Railway Signal 2.63 3.99 5.31 2.50 
General Electric 2.02 5.26 6.27 3.00 Pullman, Inc. 0.66 4.51 4.84 3.00 
McGraw Electric 0.44 7.03 7.25 3.50 
STEEL | 
MACHINERY Armco Steel 0.91 6.01 6.47 3.00 
Babcock & Wilcox 0.11 5.86 5.92 2.00 National Steel 0.09 5.11 5.16 3.00 
Bucyrus-Erie 0.61 3.12 3.42 2.00 Superior Steel .... 0.22 2.87 2.98 1.005 
Cincinnati Milling 0.73 11.14 11.51 3.00 
Deere & Co. 0.10 4.933 4.96 2.3712 TOBACCO 
Ex-Cell-O Corp. 4.46 7.421 9.28 2.005 American Tobacco 0.51 4.79 5.05 4.00 
International Harvester 0.33 4.93% 3.87 2.00 Reynolds, R. J. “B’’ 1.07 2.90 3.44 2.00 
1_-Year ended November 30. 5—Plus stock. 
2—Year ended September 30. 6—Before stock-split, April 1953. 
3—Year ended October 31. *—Based on 1952 results. 
4—Estimated. 




















Because of the distribution of the EPT burden, 
investing on the basis of EPT-per-share, on the 
premise that EPT will expire at mid-year, will tend 
to drive the investor into those heavy industries 
where economists are expecting weakness to develop 
in late 1953 and early 1954. Whether such weakness 
materializes, and its possible timing, are important 
considerations in investing in these stock groups. 
If EPT were to expire in mid-1958, the effective 
EPT rate would be 15% in 1953, and would fall to 
zero in 1954 (for corporations on a calendar year). 
It is not impossible, however, that in many of these 
companies earnings before taxes will be falling as 
fast as EPT liability. 


Acts As Cushion 


In such a case, the expiration of EPT would 
certainly act as a cushion against a decline in net 
earnings. But the investor’s interest in EPT-per- 
share is likely to distract attention from buying 
opportunities in sound stocks that do not rank 
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high on the EPT-per-share list, but which are likely 
to behave quite well in a predominantly capital goods 
recession. According to most informed sources, the 
probability that personal taxes will be reduced if 
and when the excess profits tax expires is very high. 
Such a tax reduction, by raising personal disposable 
income, would add strength to well-located stocks in 
consumer goods industries and certain raw materials 
industries which have little defense work and are not 
far into the excess profits bracket. In general, these 
industries are much less sensitive to a business down. 
turn than are the capital goods industries which 
predominate in the EPT list. (In fact, it has for 
some time been the thesis of the Department of 
Commerce that an expected falling off in the rate 
of activity among producers of defense and invest- 
ment goods will be offset by a rising rate of activity 
in industries producing primarily for the consumer. ) 

All of this is not intended to deny that the expira- 
tion of EPT would be a short-term blessing to those 
stocks on which the (Please turn to page 244) 
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Visions and Dreams 
into Realities 


— STUDIES IN DYNAMIC MANAGEMENT — 


BY 
RICHARD 
COLSTON 


aii: 


ness of American 
industrial man- 
agement is fa- 
mous throughout 
the world. Yet, 
even in this coun- 
try in which tech- 
nological advance 
and achievement 
is quite familiar, 
some companies 
have managed to 
outstrip the rest 
and produce veri- 
table miracles in 
progress. 

It is truly amaz- 
ing to observe the 
lengths to which 
American corporations often go in their search for 
new products and new markets. Quite often, this 
spreading out of interest and activity may seem 
quite remote to the original purposes of the company. 

None of this is new to the investor who has had 
plenty of evidence in past decades of the ingenuity 
of the American corporation executive and engineer. 
That he has profited from his investment in leading 
exemplars of growth and development can be seen 
by comparing present prices of some of our industrial 
giants such as General Motors, General Electric, 
Standard Oil of New Jersey and many others with 
those of a generation ago. 

Yet, such advances are by no means confined to 
these mammoth organizations. Hundreds of others, 
large and small, have found it necessary to expand 
their horizons far beyond those originally envisaged. 
Some have merely added to their products in a 
natural evolution of primary goals. Others have gone 
far afield and acquired properties in entirely differ- 
ent lines. Among the most successful have been 
those entering new and revolutionary fields. To-day 
such fields are in electronics, atomic power, titanium 
and other rare metals. Others, no doubt, will ma- 
terialize in the future. It takes vision and courage 
to embark on untried paths in industry as the penalty 








-for failure can be the 
loss of millions of dollars. 
Yet, the record of success 
is unusually high. Among 
the most successful have 
been the three interest- 
ing companies whose 
progress in recent years 
we are depicting here- 
with. None can compare 
in recent times with the entirely unique way in which 
National Lead, Mathieson Chemical, and General 
Dynamics have transformed themselves. The stories 
of these three are among the most significant sagas 
of American industrial development and are worth 
telling. 


Metamorphosis of National Lead 


National Lead Co., got its start 62 years ago as 
a producer of paints and paint materials marketed 
with such success under the “Dutch Boy” brand. 
But the company did not content itself with being 
one of the largest producers of white lead, linseed 
and other paint oils, and paint. It enlarged its 
operations to produce hundreds of diversified pro- 
ducts, such as suspending agents, colloids and other 
oil well drilling materials, electrotype metal and 
other alloy products, stainless steel valves and cast- 
ings, bearings for diesel engines, railway journals 
and other uses, and die castings. 

Of perhaps greater importance, however, is the 
company’s position as a producer of zirconium and 
titanium in which it is engaged on a world-wide 
scale. Titanium is the versatile material, having a 
weight about midway between steel and aluminum 
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and having the greatest strength-to-weight 
ratio of all structural materials. 

Titanium is not a new element. The draw- 
back to its conversion into metal was the 


we now know as the Mathieson Chemical 
Corp. Back in 1947, and for 55 years before 
that the company operated as the Mathieson 
Alkali Works. As recently as six years ago, 


i) Ww 
O 

difficulty of refiniement. National Lead, as far : > Mathieson was primarily a regional alkali 
v 


back as 1908, began experimenting with » 
titanium oxide as a base for white paint, and 
by 1920 was using the material instead of 
lead to produce better grade white paints. 
Shortly after the end of World War II, the company 
joined with Allegheny Ludlum Steel Corp., in form- 
ing the Titanium, Metals Corp. of America for the 
purpose of developing a titanium metal refining 
process that has achieved a progress unmatched in 
metallurgical history. Demand continues to rise for 
the metal. The potential growth prospects may be 
gauged from the fact that total output of the indus- 
try in 1951 was only 500 tons. Defense agencies 
recently forecast requirements for 1955 at 22,000 
short tons, primarily for the Armed Services and the 
aircraft industry. Research indicates civilian appli- 
cations of the metal are many, but its place in the 
civilian economy rests largely on the attainment of 
lowered production costs. 

National Lead is growing in other fields, too. Last 
year recorded the completion of negotiations cul- 
minating in the acquisition of remaining 
50 per cent capital stock interest in Titange- 
sel'schaft m. b. H., of Leverkusen, Germany, 
making it a wholly-owned subsidiary, operat- 
ing the largest plant of its type in Europe 
for the production of titanium dioxide pig- 
ments for the European markets. Also in 
1952 the company acquired the majority stock 
interest in Nickel Processing Corp., contract 
operator of the U. S. Government-owned 
nickel plant at Nicaro, Cuba, by joining with 
Fomento de Minerales Cubanos. S.A., in the 
purchase of this stock interest. 

Included in the acquisition were rights to certain 
processes which is scheduled to add 30 million pounds 
or more nickel a year to this country’s supply of a 
vital metal. Under construction at Fredericktown, 
Mo., is a $7.5 million nickel-copper-cobalt plant that 
is scheduled for completion by the end of this year. 
On top of all this, National Lead is actively engaged 
in the Atomic Energy Program operating an ore 
sampling p!ant at Middlesex, N. J., and a $78 million 
uranium processing center at Fernald, Ohio, with 
several facilities there contributing vitally needed 
materials to Atomic Energy Commission installa- 
tions at other locations. 

Meanwhile, the company is not neglecting its older 
products. Nevertheless, it is putting a good portion 
of its efforts and about $4 million to $5 million a 
year on research looking toward the development of 
activity in new fields. This in effect, is simply a con- 
tinuation of National Lead’s long followed policy 
that has brought net sales from $148.6 million in 
1943 to $389.9 million in 1951 and $358 million in 
1952, with net income per share, in spite of current 
federal income taxes, from 34 cents in 1943 
to $2.06 last vear. Business in the first two 
months of this year has been ahead of that 
at the start of 1952, with indications of 
favorable comparison for the months 
ahead, and further building of the com- 
pany’s capacity to produce and earn. 

Another American organization that has 
undergone a metamorphosis is that which 
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producer, with plants at Saltville, Va., Lake 
Charles, Lt., and Niagara Falls, N. Y. Its 
basic output consisted of caustic soda, soda 
ash, chlorine and ammonia. In 1947, net 
sales had reached the record breaking figure of $24.6 
million which, at that, was almost twice as much 
as those reported eight years earlier, providing a 
good gauge as to the manner in which the company 
was growing. 

Today, the company has become not only a greater 
factor in its original field, but has greatly diversified 
activities. It has added production of other important 
inorganic chemicals, expanded into the fast growing 
organic chemical industry, and has become an im- 
portant factor in the agricultural, chemical and 
specialty business. In addition, it has taken into its 
fold by merger, E. R. Squibb & Sons, one of the 
world’s foremost drug and pharmaceutical organiza- 
tions operating a business that had its inception in 
1858, and which over the years had established mar- 
kets throughout Europe and South America. The 
name Squibb applied to pharmaceutical pro- 
ducts, cosmetics, tooth paste, and _ toilet 
waters has become highly respected by the 
medical profession and the public. 

Of special significance in the growth of 
Mathieson is the fact that a substantial part 
of its chemical production is now being used, 
within the company, for the manufacture of 
intermediate or consumer products. With this 
expansion and diversification there has de- 
veloped an equally important expansion in 
sales outlets and methods, with manufactur- 
ing plants or licensees, foreign branches, 
agencies or offices in practically every country except 
Australia and the Soviet Republic and its satellites. 

Aiding the company’s growth have been intensive 
research and development efforts. The fruits of these 
labors are greater production flexibility, lower pro- 
duction costs, and higher output. New products have 
been developed, and significant new ones are under- 
stood to be ready for production and distribution. 
The growth of Mathieson also has been helped, 
particularly in the postwar years, by acquisitions 
that have made it an important producer of sulphur, 
sulphuric acid, and agricultural chemicals. 

All this augments the expenditures and efforts in 
late vears to improve and expand existing plants, 
building new ones, and develop new products. The 
year 1952 saw the fruition of these efforts with the 
new Doe Run, Ky., hydrocarbon plant getting into 
full chemical production, follwing the opening of the 
liquefied petroleum gas section in the latter part of 
1951. This is a $25 million facility to which addi- 
tional improvements are already being made, and 
an intensive development program is being pushed to 
produce organic chemicals from the raw 
materials and by-products available at the 
location. Another facility that got into 
production in September of 1952 is the 
chlorine plant at McIntosh, Ala., into 
which area have moved a large rayon plant 
and two chemical plants that have become 
important Mathieson customers. The Mor- 
gantown, (Please turn to page 244) 
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FOREIGN TRADE continues to be a top aspiration 
among government high level executives who seem 
to believe a free, and accelerated, flow of traffic is 
a splendid idea. That is, up to the point where the 
items with which they are concerned are touched. 


> 





WASHINGTON SEES: 


The national government's fiscal picture is taking 
form but in the opinion of those closest to the 
subject it will be close to the end of this fiscal year 
(June 30) before final decision, net results, will 
be on the record. 

As of today, there is every prospect of slashing 
economies in appropriation bills. That doesn’t 
mean thaht spending will be proportionately re- 
duced. Departments and agencies will continue to 
operate on funds appropriated, authorizations 
voted in other years, pay off on orders already 
placed, especially in the military programs. That 
means that there must be deficit operations in 
the next fiscal year no matter how deeply budgets 
are cut by the current congress (and if the law- 
makers cut too deeply they'll be faced with a 
deficiency appropriation bill of staggering amount 
next year. The 80th Congress went on an economy 
spree, made a good record on pruning depart- 
mental budgets only to find one year later that 
they had to make up much of the paper savings 
to keep essential governmental activities going.) 

So, if there is a balanced budget this year it 
probably will be a most transparent illusion. 

Since President Eisenhower believes in facing the 
hard cold facts, he will not approve a tax reduc- 
tion while the budget remains out of balance. 
Congress would like to pare a percentage point 
or two off income taxes but probably will yield, 
not make it necessary for the President to veto a 
Revenue Act. 
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IMPACT OF FOREIGN TRADE 


By “VERITAS” 









Agriculture Secretary Benson has communicated to 
a senate subcommittee his department’s indorsement 
of anything that will improve world trade, but, 


meanwhile, instead of opening the opportunity 
wider, he suggests that the import regulations on 
farm commodities under price support be tightened. 
The somewhat unusual aspect of it is that Benson 
sees no inconsistency involved. 


PRESIDENT EISENHOWER is conscious of the impact of 
foreign trade and has asked congress to extend the 
reciprocal trade agreements act for one year as an 
“interim measure” which avoids coming to grips at 
this point with the basic philosophy. This is in har- 
mony with Ike’s campaign prornises; it will afford 
time for a searching examination of the program, 
will provide the facts on which the White House, 
one year from now, will recommend either that it 
be junked or given permanency under present or 
amended form. Best bet is that reciprocal trade 
agreements will stay. 


LONG DELAYED action to delve into the subject of 
overlapping federal and state taxation and the wis- 
dom of allocating areas of levy between the two sov- 
ereign powers seems to have been set in serious 
motion through bills now in the hoppers of both 
houses of congress. The GOP leadership sponsors 
the legislation and the democrats have entered no 
objection. Proposed is a board consisting of experts 
within and outside congress, charged with the task 
of charting proper fields for national and local tax- 
ation. The bills call for reports and recommendations 
by next March. 


DESPITE feverish activity in some circles it is doubt- 
ful that the Taft-Hartley law will undergo surgery 
this year. It’s author, Senator Taft, recognizes the 
need for some amendments but realizes that opening 
up the bill for general examination would mean set- 
ting up a sounding board for demagoguery. Recent 
decision by the Supreme Court that printers may 
insist upon being paid for setting type never intended 
to be used and only duplicates “mats” received by 
publishers confronts employers with a basic ques- 
tion they would rather study than tackle now. 
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Another "noble experiment" in the impossible 
task of regulating human behavior by legislative mandate 
went out the window May 1, when control agencies ceased to 
carry on the fiction of levelling prices and wages, and 
went out of business operationally. A few hundred 
members of the staff which numbered more than 13,000 a few 
short months ago will remain on to conduct the funeral 
services. But they'll all be gone by June 30. 























Perhaps it is just as well that the public never 
became completely aware of the complexity of the setup 
here. Had that knowledge been widespread the clamor for 
eradication of controls would have come earlier and with 
more emphasis. Take wages and salaries: four separate 
agencies were working in that field -- Wage Stabilization 
Board, Salary Stabilization Board, Railroad & Airline 
Board, and National Enforcement Commission. 

















The enthusiasm with which serious worriers 
over the costs of government have greeted the widely publicized cutback in federal 
payrolls would be watered down somewhat if all the facts were put simultaneously on the 
record. While the fact of dismissals has been stressed, something else has been over= 
looked: one-third of the separated employees already had federal jobs to which they 
will transfer when they have their free vacations at taxpayers’ expense (use up their 
annual leave) and some of them won't even have to move away from the desks at which they 


have been sitting for the past few years. 


























Aside from the number of federal workers who voluntarily "separate" there will 
be few changes in the payroll. Shifts, yes; outright departures from the public till, 
no. It's in the pattern of federal government, so deeply imbedded that Ike won't 
be able to uproot it, junk it. , 























The new administration is ready to take its first bite into the federal job pie 
-- postmasterships. Announced by the GOP-controlled post office department (through 
Civil Service Commission) is the fact that examinations will be conducted soon for 
more than 250 identified post offices where either vacancies exist or democratic nominees 
failed to clear senate indorsement before the political roof fell in on them. That's 
only the beginning. There are 1700 postmasterships open, most of them in smaller 
communities. 





























The evolution of the postmastership in the scheme of things political has been 
an interesting one. The post office was and to some extent still is, especially in the 
smaller towns, the seat of political planninz and campaign execution. The head of 
each local postal system had a four-year tenure; if, at the end of his term he had not 
delivered with satisfaction, out he went. That was changed under FDR: postmasters now 














an ouster can be initiated successfully. 








The postmasterships available to the Eisenhower administration result from 
deaths or resignations. And political affiliation or campaign effort are not controlling. 
Appointment must be made in each instance from among the three standing highest ina 
Civil Service Commission examination. And if the person who attains the highest grade is 
a war veteran the job is his, regardless of his political ties. That thins the patronage 
angle. It's going to be hard for Ike to explain to the political old-timers that he 
doesn't have complete freedom. There will be disappointment when they find that the 
patronage harvest they have waited 20 years for already has been gathered, that democrats 
are filling 90 per cent of the jobs on lifetim> apointments. 





























The first of May ushered in the beginning of Ike's second 100 days and invited 
examination of the first. Newsmen almost could write the story of reactions by their 
interviewees if they knew how those persons stood on the Eisenhower candidacy. Those who 
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were for him from the start, saw great expectations in what has been accomplished, or 
started, up to now; if they were members of the articulate opposition they viewed with 
alarm. Objective treatment was rare. 











Perhaps the most significant factor to be evaluated in Ike's first 100 days as 





country and willing congress to do his bidding without question. Ike doesn't have that 
advantage; in fact his difficulties spring mostly from dissidents within the ranks of 
his own political party. Under like circumstances, Franklin D. Roosevelt would have 
wielded the whip. He would have "gone to the country." Ike accepts the didactic teach- 
ings: it is for the President to recommend and for congress to legislate. 


























It is true that the White House ruled congress to an extent wholly beyond the 
plain language of the Constitution during that period when FDR was sending up "must" 
legislation. Some of President Eisenhower's genuine friends wonder if he isn't letting 
the pendulum swing too far in the opposite direction, and if he isn't docilely accepting 
congressional control of the White House. That would not be too serious on domestic 
affairs, but foreign governments are accustomed to the performances of "strong men," 
wouldn't be impressed if the top personality yields to a subordinate branch of government. 
Therein lies the real danger in Eisenhower's super-conciliatory attitude toward 
Capitol Hill. 









































On the other hand, no one who has made even a surface examination of Ike, 
the Man, would accept the suggestion that he can be pushed around. The contrary has been 
established in peace and in war. The record is clear on that point. He has a strong team 
in the White House, headed by Sherman Adams -- probably the greatest salesman of an 
incoming administration who ever has had desk space in the Executive Mansion. Mr. Adams 
has selected competent aides. Jim Hagerty, press secretary, is politically astute. So 
also are other top White House functionaries. 





























On paper, the General seems to have a good Cabinet. There isn't the slightest 
doubt that every appointee is a successful and intelligent man, a leader. But grave doubt 
is being expressed among Ike's most enthusiastic backers whether he can carry along with 
that squad intact. Whether through ineptness or downright opposition, some of the 
Cabineteers have publicly espoused relations which run counter of White House pledges. 
One of the reasons for this conflict is woeful lack of the give-and-take in the arena 
of politics; there is a disposition, it seems, to report to the White House after a policy 
speech has been made and then ask if it was okay. Each Cabinet member seems determined 
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Treasury Secretary Humphrey and, oddly enough, Labor Secretary Durkin (the only 
democrat in the Cabinet) seem to be Eisenhower's Cabinet faithfuls. No. 1 Cabinet member, 
State Secretary John Foster Dulles, crossed up the President in the first 100 days ; Defense 
Secretary Wilson is a man of outstanding ability but has a reputation for wanting things 
handled his own way. Agriculture Secretary Benson tripped over his own tongue in his first 
major policy speech, left the farm belt wondering just what his administration means to 
the farmer; Interior Secretary Mc Kay has been in a number of minor scuffles, which should 
be expected in so far-flung an operation as falls to him. 




















On the positive side, Postmaster General Summerall has improved the postal 
service far and away beyond the fondest expectations, and Attorney General Herbert Brownell 
has moved with unprecedented speed in his area of duty. But the Cabinet as a unit hasn't 
caught on. There are changes ahead; they will come soon and will go far up the ladder of 
influence -= unless some persons really close to "the throne" miss their guess completely. 


























The President's foreign aid program presents two new features, as compared with 
his predecessor's. The first is the emphasis of military aid as against economic aid, 
the latter being severely slashed. The other is the new emphasis on aid to our friends 
in Asia. No doubt this represents thinking on the part of the Administration that Asia 
will from now on be much more of a concern to this nation than Europe, that is so far as the 
struggle between East and West is concerned. 
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sion for this tax. Where no provision 
was made, in cases where the tax 
== would normally operate, profits were 





substantially increased. In the Gen- 















































PART Il By WARD GATES 


-. the first part of this article (May 2 
issue) we described the earnings trend in the first 
quarter of 1953 as indicated by the rather limited 
number of company reports then available. Since 
preparation of that analysis, the volume of company 
first quarter earnings reports has greatly increased 
so that a more comprehensive view of conditions 
is now possible. 

It is quite clear that the great majority of com- 
panies reporting for the period have experienced 
profit increases over the first quarter of 1952. Most 
increases have been moderate but in some cases the 
gains have been substantial. For further informa- 
tion, it is suggested that the reader study the accom- 
panying table. This offers a basis of comparison as 
between industries and companies within industries. 

A distinctive feature in some reports, particularly 
those of some leading corporations, is that no pro- 
vision was made for excess profits tax payments. The 
exclusion of this tax from the profit statement is 
based on the assumption that EPT will expire, ac- 
cording to statutory provisions, on June 30. Obvious- 
ly, where “excess profits’ appeared in the first 
quarter earnings were directly influenced by cor- 
porate policies as to whether or not to make provi- 
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What First Quarter 


Earnings Reveal 





P eral Electric report, for example, 
profits were stated at $1.59 a share. 
If EPT had been included, at the full 
1952 rate, earnings would 
have been $1.17 a share. 

It is to be assumed that 
this factor will be equally 
important as relating to 
second quarter reports. In 
any case, investors will ob- 
tain a more realistic picture 
of earnings for the first and 
second quarters (when the 
latter appear) if they dis- 
tinguish between per share 
earnings reported without 
reference to EPT and those which 
have included the tax in the account- 
ing. 


Sales Volume and Inventories 


Another feature of first quarter 
reports is the generally sustained 
increase in sales volume, particularly 
as compared with the final quarter of 
1952. Gains over the first quarter of 
1952, the last comparable period, were 
not so marked. To some extent, sales 
increases were due to inventory accu- 
mulation and any reversal in this 
direction, based on completion of in- 
ventory programs, would reduce the 
volume of sales and affect profits. 
This, however, is not likely to affect 
second quarter earnings in view of 
the present momentum in production, 
but could make its appearance in the 
third quarter. It is a factor which 
will have to be watched carefully in 
view of its important effect on sales. 

A factor contributing to the still sustained sales 
volume is the comparative stability of prices at 
manufacturers’ levels. However, the situation shows 
signs of potential deterioration as most manufac- 
turers are not confident that they can hold the price 
level much beyond the third quarter. Their calcula- 
tions are based on such factors as a cut in govern- 
ment expenses, even though this may be of com- 
paratively small proportions; a tapering-off in cap- 
ital expenditures for new plant construction, and a 
slight lessening in consumer purchases. These are 
all somewhat uncertain prospects but they do affect 
buying policies. The combination of these factors 
may commence to have an effect in the third quarter 
but should not be substantial until the end of the 
year at the earliest. 

The effect of commodity and materials price 
changes should not be minimized, as related to future 
earnings. Weakness in zinc, lead and tin and recent 
readjustments in the copper market are indicative. 
The oil price situation remains stable thus far but 
may be subject to some pressure in a few months. 
Steel prices, on the other hand, seem destined for 
some moderate adjustments in anticipation of a 
probable minor increase in wage rates. 








The many underlying cross-currents in the earn- 
ings situation are not as yet revealed in first quarter 
statements, most of which are satisfactory but may 
manifest themselves later on, especially in the third 
quarter. On the other hand, sustained confidence in 
the general outlook is indicated by the increase of 
dividend payments for the quarter of from $1,891.1 
million to $1,980.5 million. 

Although various tabulations covering first 
quarter earnings differ in their average estimates 
of results, the concensus is that net income increased 
by about 10% over the comparable period last year. 
On the other hand, some tabulations record a decline 
in net income as between the first quarter of 1953 
and the final quarter of 1952. 


Specific Industries and Company Reports 


Industries registering exceptionally large in- 
creases in earnings as between the March quarter 
of 1952 and 1953 were: radio, TV, and electrical 
products generally; apparel and textiles, where the 
comparison is affected by the exceptionally poor 
results of early 1952; steel, and food products. Im- 
portant industries which failed to gain between the 
two quarters were: office equipment, petroleum, and 
the drug and soap group, the latter showing declines 
for the most part. Mining concerns showed a sub- 
stantial decline. 

In the following, we present a brief analysis of 
some representative companies indicating the trend 
within these industries: 

Diamond Alkali Co. First quarter sales were $21.5 
million, about $1 million higher than for the same 
period of 1952. Earnings were 63 cents a share com- 
pared with 67 cents a share. First quarter 1953 
showed the effects of full recovery from the dis- 
turbed conditions during the second and third 
quarters of last year, when earnings were 52 cents 
a share and 49 cents a share respectively. According 
to the present trend, second quarter results should 
be as good as the first. On that basis, earnings could 
reach $1.25 a share for the half-year period com- 
pared with $1.19 a share in the same period last year. 

Contributing to the lower earnings in 1952 as 
compared with 1951 ($2.18 a share was shown in 
1952 compared with $2.95 a share in 1951) was the 
strike in the steel and oil industries, lower consump- 
tion of insecticides because of drought conditions, 
and rigid price controls which narrowed profit mar- 
gins when these controls were in effect. The effects 
of the latter were rendered even more severe because 
of increased costs of materials, transportation and 
labor. With the situation now more natural, it is 
likely that the company will show further recovery 
in earnings this year. 

General Electric Co. Sales declined moderately, 
from $810 million in the fourth quarter of 1952 to 
$777 million and compared with $560 million in the 
first quarter of the preceding year. Approximately 
30% of the business is on defense orders. According 
to the president, the company expects a very sub- 
stantial portion of this type of business for an 
indefinite period. 

About 84% of sales was absorbed by costs in the 
first quarter, compared with almost 85% in the 
same period of 1952. Based on the $207 million 
inarease in sales as between the two respective 
quarters, the company was able to increase net 
income from $104 million to $126 million. After 
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taxes, earnings for the quarter were $1.59 a share, 
compared with $1.98 a share in the last quarter of 
1952 and $1.01 in the first quarter of that year. As 
stated above, the company did not fully account 
for EPT. Had it done so, earnings would have been 
42 cents a share lower. 

The backlog at the end of the first quarter was not 
stated, but amounted to $3,325 million at the end of 
1952, compared with $2,129 million a year earlier. 
Unfilled orders are running at about the same ratio 
to sales as in the past few years but the president 
has cautioned that any decline in demand could re- 
duce part of the backlog or cause this portion to be 
deferred. 

Based on the present volume of operations, it 
would seem that the company should come close to 
duplicating its first quarter earnings in the second 
quarter. This would give it a total of about $3.18 a 
share (after considering the effect of the changed 
method of handling EPT) compared with $1.98 a 
share in the first half of 1952. 

Colgate-Palmolive-Peet Co. Aggressive promotion 
of products, especially in the comparatively new 
detergent field, has boosted domestic sales for the 
first quarter of 1953 to $70 million as against $56.6 
million in the last quarter of 1952 and $63.4 million 
in the first quarter. Sales from foreign operations 
are not given, but it is noteworthy that dividends 
from foreign subsidiaries increased to $545,000 
against $91,000 in the corresponding period of 1952. 

Earnings in the first quarter 1953 amounted to 
$1.87 a share, compared with $1.44 a share in the 
final quarter of 1952 and 97 cents a share in the 
initial quarter. Due to seasonal fluctuations, it is 
not expected that the second quarter will quite 
match those of the first. Assuming a decline pro- 
portionate to that in the second quarter of 1952, earn- 
ings might amount to about $1 a share. This would 
produce earnings for the half of close to $2.40 a 
share. In the same period of 1952, earnings were 
$1.59 a share. 

According to the chairman, revolutionary changes 
in the soap-making business are taking place with 
detergents largely replacing the old-fashioned 
laundry soaps. The same process is developing in 
toilet soaps which are made partly of detergents. 
In general, it is expected that soaps made of deter- 
gents will ultimately replace most of the older toilet 
soaps. The company is experiencing good results 
from the introduction of its new shave cream in an 
“aerosol” container. 

The excellent recovery of earnings in the first 
quarter of 1953 and the final quarter of 1952 is a 
reflection of sound management policies. It would 
not be surprising if 1953 was one of the best years 
in the company’s history. It should at least exceed 
1952’s earnings by a wide margin. 

American Bank Note Co. This company did not 
report sales for the first quarter of 1953. Profits 
before taxes declined to 7 cents a share compared 
with 17 cents a share in the corresponding period of 
1952. On the presumably smaller volume of business, 
taxes declined from $223,000 to $108,000. Quarterly 
earnings in 1952 were extremely variable, ranging 
from 14 cents a share in the June quarter to 32 
cents a share in the December quarter. On the whole, 
the downward drift in earnings which has been in 
effect for two years shows little signs of being 
arrested. According to the chairman, one of the 
factors in the poorer volume of business is the 

THE 


MAGAZINE OF WALL 


STREET 





decline 
stock 

sideral 
busine 
a pern 
the co} 
lucrati 
revolu 


eR 
—_—-——— 


Air R 
Alliec 
Allis- 
Amer 








— 
Borg- 
Colge 
Comn 
Conti 
Elliot 
Gair 
Gene 
Gene 
Good 


Haze 











Heret 
Joy | 
Libby 
lone 
McKe 
Mere 
Mons 
Mont 
Moto 


Natic 





Natic 
































of 
1S 
it 
n 


2 a 


eet et 


—" —_— wa. ee Ft 


ww Ss Ce 


Se. Se 


decline in 1952 of stock trading, stock splits and 
stock dividends. The company depends to a con- 
siderable extent on this source of business. Foreign 
business is more profitable now than domestic but 
a permanent loss has been incurred in Asia where 
the company finds itself excluded from the formerly 
lucrative Chinese business owing to the Communist 


Sinde the first of the year, the over-all business 
of the company has picked up somewhat and back- 
log has risen. However, the deficit of earnings after 
preferred dividends, as applied to the common stock, 
seems to render the position of common dividends 
uncertain. 

National Gypsum Co. Sales of $27.7 million were 
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(Please turn to page 240) 
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Quarterly Comparison of Sales and Earnings 
1953 1952 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 
Net Net Net Net Net 
Sales Net Per Sales Net Per Sales Net Per Sales Net Per Sales Net Per 
(Millions) Share (Millions) Share (Millions) Share (Millions) Share (Millions) Share 
Air Reduction aS: $329 $57 $323 $52 $292 $51 $319 $60 $311 $ 61 
Allied Chemical & Dye .......... 130.0 1.16 = 1286 = 1.20, 197.2 1.02,Ss«122.00—Ss'4.22—S ‘122.2 1.11 
Allis-Chalmers Mfg. ........... 1173-155 129.0, 1.997.412 144.0 2.23 123.1 0.85 
American Brake Shoe .................. 36.1 100 31.8 81 29.5 64 35.6 1.00 38.2 — 1.08 
American Cyanamid 1028 861.10 96.71.10 88.4 56 893 63 938 1.05 
Borg-Warner .......... : 113.9 2.59 ___ 105.3 3.79 68.4 1.12 95.5 2.31 89.6 2.21 
Colgate-Palmolive-Peet 70.0 1.37 56.7 1.44 65.6 1.35 59.9 .62 63.4 .97 
Commercial Solvents ...... 10.8 19 15.8 35 12.8 JW 11.0 (d) 01 = 10.5 .07 
Continental Oil ............ 107.3 1.03 105.3 1.03 100.9 1.12 96.4 79 94.5 .96 
Elliott Co. oo... 10.0 _—*'1.23 11.2 ‘1.28 11.9 n 11.6 1.46 10.4 1.67 
Gair (Robert) Co. 29.7 75 50.9 78 19.7 68 19.8 66 24.1 67 
General Electric 7778 =159 8104 1.98 6422 1.30 6106 97 5605 1.01 
General Motors 1.70 1,985.2 1.93 ‘1,695.3 1.32 2,075.4 159 1,7930 1.42 
Goodrich (B. F.) Co. 171.1 1.61 «170.2 2.241566 1.90 159.0 1.85 138.2 1.61 
Hazel-Atlas Glass 18.9 31 17.7 .30 18.3 42 18.8 46 15.9 “19 
Hercules Powder 47.0 1.16 46.2 .96 43.5 95 43.7 1.02 48.0 1.10 
Joy Mfg. Co. 209 1.35 19.5 1.27 20.7 1.53 17.0 _‘1.00 21.0 1.45 
Libby-Owens-Ford Glass 76 48.7 74 37.1 69 42.2 78 38.3 .67 
Lone Star Cement 16.8 .60 20.1 7 J 21.7 95 21.2 93 17.9 54 
McKesson & Robbins 117.5 92 126.4 1.33 106.6 56 103.9 .98 1126 ~—-.76 
[LC See ee LO 28.0 .23 27.3 .20 21.9 16 26.8 .28 29.6 .33 
Minneapolis-Honeywell Reg. 47.7 77 52.3 1.34 40.8 .70 38.6 56 33.9 51 
Monsanto Chemical 85.5 1.08 775 +132 629 92 629 1.06 63.5 1.00 
Montgomery Ward & Co. 224.0! 1.001 245.5 3.12 302.2 1.89 276.9 1.41 2405 9 
Motor Wheel 93.9 94 ~=:19.8 72 14.7 68 16.4 79 17.8 87 
National Cash Register 58.5 1.17 69.1 1.50 53.7 1.08 52.5 1.26 52.5 1.30 
National Distillers ; 26 154.1 16 114.5 29 86.4 29 114.9 38 
National Supply 58.3 1.69 57.3 1.87 48.6 1.09 54.5 1.73 52.5 1.51 
N. Y. Air Brake 9.6 74 8.9 .84 8.3 59 8.8 .67 98 75 
Parke, Davis & Co. 28.1 45 27.4 49 28.2 83 31.9 95 38.7 1.05 
Penick & Ford 12.6 88 128 79 11.8 74 10.8 66 11.2 70 
Pennsylvania Salt Mfg. 14.1 75 13.8 71 14.3 57 14.5 57 14.7 85 
Pfizer (Chas.) & Co. ............ 33.0 74 26.4 .62 26.6 39 23.7 52 30.2 7 64 
Phillips Petroleum 184.2 1.22 193.4 1.28 180.6 1.19 175.9 1.33 170.5 1.37 
Proctor & Gamble ... —«407-——s«208.9 1.19 212.9 1.31 199.4 84 205.8 1.10 
Pullman Go. ; 95.2 1.24 90.2 1.41 75.3 .89 949.1 1.19 744 1.03 
Republic Aviation 97.5 1.72 196.9 3.15 80.7 1.56 68.1 1.26 66.4 1.35 
CLC | | ga ee CEO a ey eee ea 300.9 1.90 303.2 2.10 283.7 1.49 266.5 1.36 289.1 1.80 
Sutherland Paper ............. 13.7 78 12.7 aa 27 69 12.8 .68 11.5 .62 
Texas Gulf Sulphur 17.2 1.88 WwW? 1.84 18.4 1.73 18.5 1.85 18.5 2.10 
Thompson Products 88.0 2.29 85.1 2.58 65.5 1.86 64.1 1.69 59.2 1.39 
Union Carbide & Carbon 260.6 89 272.3 .96 231.7 .84 221.5 .80 231.3 81 
U.S eet ............ Ler 927.9 1.65 996.7 1.60 679.5 92 596.7 61 864.1 1.43 
Westinghouse Air Brake .................0.00..0.... ’ 27.9 53 27.7 59 20.5 65 22.8 65 22.5 65 
Westinghouse Electric 1.04 410.4 1.21 362.4 1.07 357.5 99 323.8 .96 
Wrigley (Wm.) Jr. Co. ..........0...... 19.0 1.71 18.4 89 19.8 1.21 19.6 1.23 18.2 1.09 
CMMI 20 5, sre fete c oe chsscitennstetiactedsaersiceie 18.6 .48 12.7 .04 14.4 .89 18.9 .88 14.3 36 
1_—Estimated. | 
a ac ee a cn sastnannneenieeemeneeneliandenene einen tiniattinemncideeneh itemise <A EET AS ESA ST A IE, 
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By W. L. SCHROEDER 


: ae the pessimism in some quarters re- 
garding the steel industry’s outlook, prospects up to 
the end of the year are not as bad as they have been 
painted. Despite such uncertainties in the wind as 
wage adjustments, price adjustments and shifts in 
the outlook for various steel customers, there are 
some important favorable aspects to the picture. 
Chances at least are that steel makers will show good 
earnings even through the fourth quarter in the face 
of a probable drop in steel operations to around 
85-90% of capacity by the end of the year. 

At present, wages and prices are the most press- 
ing problems facing the industry. Price controls and 
the uneven pressure of cost factors affecting vari- 
ous products has resulted in a rather lop-sided price 
structure, to the extent that over recent weeks steel 
producers have been adjusting “extras” on certain 
items to bring the price picture into balance. 

In the middle of this price realignment, the in- 
dustry has been faced with a warning by the C.1I.0. 
that it expects to win a wage boost of some 15c-an- 
hour for its members when it sits down to negotiate 
with steel industry representatives within the next 
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month or so. Steel 
industry leaders, in- 
cluding Ben Fairless 
of U. S. Steel, have 
expressed the opin- 
ion that a wage increase in not jus- 
tified in view of the declining cost 
of living. However, the union will 
base its demands upon increased 
productivity of steel workers and 
the industry’s high earnings. 

Indications are that these appar- 
ent differences will be peacefully 
ironed out. The steel union had a 
costly strike in 1952, and it cer- 
tainly will do its utmost to avoid 
one, especially since it knows that 
Eisenhower will not ride to the 
rescue if it gets into trouble the 
way that Truman did in 1952. For 
its part, the steel industry may de- 
cide to grant a 10c-an-hour wage 
boost and raise base prices by 
about $4 a ton to avoid another 
extended strike. 

The union also warned the industry to plan for a 
Guaranteed Annual Wage for 1954, although its 
contract forbids a strike over this issue before July 
1, 1954. The C.I.0. Steelworkers Union proposed the 
setting up of joint union-management committees to 
study the working out of a guaranteed wage and 
improvements in present pension and welfare pro- 
visions. If, as, and when any “guaranteed-wage” 
plan is worked out, it is expected that the steel 
industry will protect itself against possible wide 
swings in future operations by the mechanics affect- 
ing the plan. 

The union’s demand for higher wages on the basi 
of increased productivity has ironic overtones for 
most steel men. The reason is that greater produc- 
tivity is largely the result of improved technology 
instituted by the industry at virtually every step in 
the steel-making process. The concentration of iron 
ore, the cleaning and washing of coal, improved 
lining of blast furnaces with better refractories, 
reduced down time for furnaces, have all helped 
increase the blast furnace output of iron. Moreover, 
the greater use of hot metal, the installation of 


» 


MAGAZINE OF WALL STREET 


THE 









lar; 
ste 
lab 
yie 
ces: 
abs 
anc 
wal 
unc 
suc 
pas 


kee 
hau 
cut 
slid 
reli 
co. 
the 


Oo OHO HOH ® bP bP Db ! 














Steel 
3, in- 
rless 
have 
ypin- 
jus- 
cost 
will 
ased 
and 


par- 
Fully 
ad a 
cer- 
void 
that 
the 
the 
For 
y de- 
yage 
by 
ther 


or a 
its 
July 
the 
1s to 
and 


asis 

for 
duc- 
logy 
p in 
iron 
yved 
ries, 
lped 
ver, 
1 of 


EET 


larger charging boxes, the addition of oxygen to the 
steel melt, better control of specifications, and better 
labor training programs have helped boost furnace 
yields of steel, and helped speed steel finishing pro- 
cesses. These devices have enabled the industry to 
absorb a good amount of its increased costs for labor 
and certain raw materials. Now, it seems that labor 
wants to cash in on the fruits of research and science 
underwritten by steel management. If labor should 
succeed, then wage increases would have to be fully 
passed on to steel buyers. 

More and more steel buyers have been trying to 
keep steel costs down by using their own trucks to 
haul the steel from the mills to their plants, thereby 
cutting freight costs. If and when steel operations 
slide, some steel users should find additional price 
relief in no longer having to pay premiums for 
“conversion” steel, which they have been buying in 
the ingot state at one mill, and shipping to other 

















mills for conversion into finished preducts. A drop 
of 10 to 15% in steel operations would end this 
practice. 


The $64 Question 


The next big question surrounds steel operations. 
When will they decline, and by how much? What 
would happen to the indsutry’s huge capacity of 
some 121 million tons by the 1953 year-end? 

To a great extent, steel operations hinge upon the 
automotive industry, which takes about one-fifth 
of the steel supply either directly or indirectly. Motor 
vehicle production this year is likely to fall between 
6.5-7 million cars and trucks, but there are signs that 
the new car market will soften during the second 
half of 1953. Used cars are backing up, and prices 
for them will have to be cut. Moreover, other auto 
companies are considering price reductions to follow 

































MAR RE EB ree ea ememmenl 
Comparative Earnings and Dividend Records of Leading Steel Companies 
Earnings Per Share Dividends Per Share Recent Div. Price Range 
1952 1951 1950 1952 1951 1950 Price Yield} 1952-53 | 
POMGIRIER 555556 Sdsccese we $2.30 $3.32 $3.46 $1.80 $2.00 $2.00 23 7.7% 30%2-23 
Allegheny Ludlum Steel .. ch Nae 5.40 7.07 2.001 2.50 2.50 34 5.8 46-31% 
Armco Steel .................... ... 6.01 6.69 11.66 3.00 3.00 4.00 38 78 43%-35'2 
Bethlehem Steel ..................... .. 8.80 10.43 12.15 4.00 4.00 4.10 50 8.0 57%4-46¥2 |f 
Carpenter Steel ....................... case (GaEU 9.89 7.34 3.00 3.001 3.00! 43 6.9 531%4-39% 
Colorado Fuel & fron .......0....0....00c 2.64 4.89 2.64 1.50 1.50 2.12121 18 8.3 2258-17 
COMUMMINGE STOOL 5. 6 5.6.25donscsiccsscnseschisiets 2.95 3.05 5.31 1.70 2.05 3.80 20 8.5 25 -19% 
Crucible Steel .............. arenes neg | 11.90 8.35 3 3 29 3934-27 
Renee SIRO CON. 655 c5cssccssseesszersedereanss 1.80 4.43 3.77 1.00 1.00 1.00 14 y A 1934-13 
Granite City Steel ................ 3.17 4.02 5.76 1.101 2.20 2.1212 17 6.4 244-17 
pamene Steel ....22.5.23....00 4.85 7.02 7.76 3.00 3.50 3.50 41 7.3 5152-402 
Interlake Izon Corp. ................ccccceceeees 275 2.58 2.94 1.50 1.50 1.50 17 8.8 19%4-15% 
Jones & Laughlin Steel ...... er woh 2.91 4.76 7.36 1.80 1.80 1.70 21 8.9 2512-20" 
Keystone Steel & Wire ............. . 259 3.87 4.53 1.60 1.60 2.05 22 re ® 2434-20% 
Re UNO Ole ooo sc csoik ie tases saa Sa 11.16 6.04 2.50 4.50 2.50 39 6.4 50 -37%4 
ENN RUMORD oop cscs cu cucctusersecesacins 5.00 6.16 7.88 3.00 3.00 2.85 45 6.6 53 -43 
et i eee 3.25 6.00 6.13 - “ ; 19 , 255-17 
Republic Steel ................. cis, ee 9.03 10.53 4.00 4.00 4.25 47 8.5 52-37% 
OT Saas dade 8.06 10.03 4.00 3.50 3.751 41 9.7 4312-33 
A. Ss CNLSO ee) POUNCE ...0.5s:c00cesscctsctscecesas 4.89 6.05 5.96 3.00 3.00 3.00 38 78 4012-35\% 
US. Heel: ..6c.5560.50 4.54 6.10 7.29 3.00 3.00 3.45 38 7.8 44-372 
RI MNTRESIGOE 2052 55. Sa05cs5 sts akyatesakeccneose 6.44 10.96 11.59 3.00 3.00 2.001 36 8.2 4112-32 
Woodward Iron Co. re wee 8.33 7.48 4.00 4.00 4.00 45 8.8 64 -45 
Youngstown Sheet & Tube ................:0000 6.84 9.15 12.12 3.00 3.00 3.50 41 7.3 5012-39% 





+t—Based on 1952 Dividends. 
*—Merged with Sloss-Sheffield Steel & Iron Co. 
1—Plus stock. 


2—Paid 8% stock in 1952 and 2% stock in 1951. 
3—Paid 10% stock in 1952 and 16% stock in 1951. 





Acme Steel: Dividend reduced in 1952 due to lower earnings; new laboratory 
research expected to increase specialty products; improved earnings 
anticipated. 

Allegheny Ludlum Steel: Increased earnings last quarter 1952 expected 
to continue; reduced dividend offset by stock extra; growth prospects in 
stainless and alloy steels. 

Armco Steel: Good earning record and high dividend yield expected to 
continue; low cost producer with interest in Iron Ore Co. Canada develop- 
ment hematite ore. 

Bethlehem Steel: Second largest in industry; high earnings rate; good divi- 
dend yield well covered; owns 45% interest Erie Mining Co. taconite ore 
development; prospects excellent. 

Carpenter Steel: High earning record; extra dividend paid 1952; increased 
earnings expected this year; stable with good prospects. 

Colorado Fuel & Irin: Improvement earnings expected this year; dividend 
covered; new plant at Pueblo expected production early 1954; good 
growth prospects. 

Continental Steel: Earning record good; improved earnings expected 
1953; reduced dividend secure; stock fairly narrow range; fair growth issue. 
Crucible Steel: Good record in earnings; dividend paid in stock conserves 
cash resources; large scale plant improvement and increase price stainless 
steel beneficial. 

Detroit Steel Corp.: Lower earnings 1952 but improvement looked for this 
year; dividend seems secure; stock dividend paid 1952; specialist cold 
roll steel. 

Granite City Steel: Low cost producer; good earnings record; stock dividend 
paid 1952; $65 million expansion program about completed; fair growth 
prospects. 

Inland Steel: High earning rate and good dividend yield attractive; capacity 
now increased by 20%; long lease iron ore bodies Canada; growth pros- 
pects. 

Interlake Iron Corp.: Regular dividend usually supplemented by yeor-end 
extra; stable earnings; owns 70% Dalton Ore Co.; stock moves in narrow 
range. 
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Jones & Laughlin Steel: Higher earnings expected 1953; large expansion 
program planned this year; dividend seems protected; good growth 
prospects. 


Keystone Steel & Wire: Some improvement earnings expected 1953; divi- 
end fairly well covered; producer specialty steels; fair growth prospects. 


Lukens Steel Co.: High earnings record; extra dividend declared 1953; 
improvement earnings anticipated; additional production through expan- 
sion program. 


National Steel: Steady earning rate and high dividend attractive; $85 
million expansion program planned; new cargo ship ordered; growth 
prospects; high quality issue. 

Pittsburgh Steel: Earnings lower due to strike; improvement expected this 
year; dividend paid in stock conserves cash resources; expansion pro- 
gram about completed. 


Republic Steel: High earnings record; dividend increased 1953; expansion 
program completed; proposed stock increase may allow for stock split; 
attractive growth prospects. 


Sharon Steel: Lower earnings 1953 but high dividend covered; higher earn- 
ings anticipated this year; new Canadian division formed; good yield 
interesting. 

U. S. Pipe & Foundry: Merged with Sloss-Sheffield Steel & Iron October |f 
1952; largest producer cast iron pipe; improved earnings expected this 
year. 

U. S. Steel: Largest in industry; good earnings and high dividends; new 
$450 million dollar Fairless plant now operating; good growth prospects. 
Wheeling Steel: Lower earnings 1952 due to strike; improvement expected 
this year; dividend well covered; has interest in Iron Ore Co. Canada. 
Woodward Iron Co.: Improvement in earnings looked for this year; extra 
dividend declared in March; good trade position; fair growth prospects. 
Youngstown Sheet & Tube: High earning record and good dividend yield; | 
book value over $90 per share; interest in Iron Ore Co. Canada; growth 
prospects attractive. 














219 








a 
Comprehensive Statistics Comparing the Position of 











Allegheny Granite 

Figures are in millions, Acme Ludium Armco Bethlehem City Inland 

except where otherwise stated. Steel Steel Steel Steel Steel Steel 
CAPITALIZATION: 
Long Term Debt (Stated Value)...................6:::: eters $30.8 $80.5 $298.3 $28.0 $113.9 
Preferred Stock (Stated Value)...............--cccccceeeereee  ceeeeeee OB: 1 lisdents $93.3 ere 
Number of Common Shares Outstanding (000)........ 1,986 1,656 5,213 9,582 1,379 4,899 
TOTAL CAPITALIZATION . TEAS aTe $19.8 $50.2 $132.6 $695.1 $57.3 $176.5 
INCOME ACCOUNT: For Fiscal Year Ended................ 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 
NN ac oc ics hs tcy etc hone ee essa nadie sapameesaseaeerhs $58.0 $189.1 $518.5 $1,691.7 $74.5 $458.0 
Depreciation ted oe eR OL RE ol te $1.2 $3.4 $16.7 $37.4 $2.3 $7.6 
MS MINI 508 > Bo vgn dbstpo sucked sebagtepcesvacenstotpesevecete $3.3 $4.5 $43.0 $82.0 $1.8 $13.1 
RMNMMUSRIIMINERINS 80 5-+. So 0k-osups-nvs0pessncsatsssososevbeacansetnsenes® .  -asvagene $.8 $2.5 $7.8 $.8 $3.1 
Bal for C en ras Nn oawcecs Cosoce bab eesateeeeeo ees $4.6 $5.9 $31.3 $84.3 $4.9 $23.7 
SE SR OT NEA MEE IE 11.2% 6.1% 13.9% 10.5% 11.2% 9.0% 
IN PN II ooo ooo vnesadesccoeectnepssensbedasovesososesese 8.0% 3.1% 6.0% 5.3% 6.6% 5.2% 
Percent Earned on Invested Capital ........................ 14.1% 7.8% 10.6% 9.8% 9.9% 10.2% 
Earned Per Common Share® .....................::c::cccceeeeeees $2.35 $3.37 $6.01 $8.80 $3.17 $4.85 
BALANCE SHEET: as of Uiucneskst Ss eee 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 
Cash and Marketable Securities ............................. $4.3 $10.4 $56.7 $402.9 $8.0 $73.8 
SFI Spey icrcencicartietia ck sivenshsivasxasuatiecenssrpuxeevers $13.4 $35.7 $105.0 $281.7 $19.1 $87.0 
Receivables, Net rps teas di ushasstetackteoeseiemetuedeseee $4.2 $18.2 $43.0 $167.1 $5.4 $32.7 
Current Assets . $23.4 $65.6 $204.7 $851.8 $34.1 $193.6 
Current Liabilities .......... pb eanil consconeeoee $9.8 $31.9 $80.8 $352.1 $19.1 $45.2 
Net Current Assets .......... Sonowumbchiavsvssneet DebeiS canvcocesehtte $13.6 $33.7 $123.9 $499.7 $15.0 $148.4 
Fixed Assets, Net $19.4 $71.7 $229.9 $701.1 $33.1 $193.1 
NI 25.5 sdiscp sas vensvcnencedse dare ievxauden: saceeaseonesdaenee $43.6 $140.5 $464.0 $1,610.0 $101.6 $400.8 
Cash Assets Per Share 20000... cocccccceecccceeeeeeeeeseees $2.17 $6.34 $10.90 $42.05 $5.89 $15.06 
MOON NOD 50 5inicneGesBovsusenanxsShcheshokscedesbetadbvoveuiavaoothee 2.4 2.0 2.5 2.4 1.7 4.3 
Inventories as Percent of Sales ........................::0:006 23.2% 18.8% 20.2% 16.6% 25.7% 19.0% 
Inventories as Percent of Current Assets.................. 57.6% 54.5% 51.3% 33.1% 56.2% 44.9% 
NI iss sninoxdbucshchucrc nap ivesessecte eon everrrekel eoreee $13.2 $40.0 $243.2 $522.7 $21.1 $170.1 





*—Data on dividend, current price of stock and yield on supplementary table on preceding page. 








Chrysler’s example in order to maintain competitive 
positions before new car demand slumps. 

It should be borne in mind that the annual scrap- 
page of old cars and trucks has averaged some 3.5 
million units over the past two years, and will 
probably keep at this rate through 1954. This means 
that at the 1954 year-end there will still be in U. S. 
some 10 million vehicles over 13 years old. This 
assures a minimum replacement market for 3.5 mil- 
lion units for next year, without taking into consid- 
eration the industry’s style and body design innova- 
tions which stimulate trade-ins. Beyond this, the 
adaptation of foreign designs could permit the manu- 
facture of smaller and cheaper cars next year, if 
necessary to maintain volume and competitive posi- 
tions. Aside from this, the market for replacement 
parts and accessories is likely to remain at near 
record levels to support the record number of ve- 
hicles in use. 


Demand Outlook 


While it is reasonable to expect some easing in 
steel demands from the automotive industry in the 
fourth quarter of 1953 and early 1954, such a decline 
is not likely to drop steel operations by more than 
10%. So far as other users of steel for consumer 
durable goods are concerned, the makers of appli- 
ances, domestic and commercial equipment, and con- 
tainers, are expected to sustain their steel take at 
fairly high levels. The appliance outlook is fairly 
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good, with favorable volume in one type of product, 
such as home air-conditioning units, offsetting unfa- 
vorable sales in another, such as dish-washers or 
ranges. Container makers, who take about one- 
twelfth of total steel shipments, also have a favor- 
able outlook with most container users, such as the 
food, beverage, petroleum, and chemicals industries, 
expected to maintain their demand well into 1954. 

The second largest steel using group are “steel 
warehouses”, which channel their purchases into the 
hands of small users all over the country all the way 
from local farmers and repairmen to small plants. 
Thus, the general business outlook will determine 
the warehouse steel requirements over coming quar- 
ters. Some slight decline in steel shipments to ware- 
houses is likly to develop by early 1954. 

The expected tapering off of industrial construc- 
tion and expansion in 1954 should moderately dimin- 
ish steel requirements for construction and mainte- 
nance, the third largest steel-using group. However, 
one-third of this category comprises the oil, gas, and 
railroad industries, which are likely to roughly main- 
tain their present level of construction and mainte- 
nance into 1954. On the other hand, highway con- 
struction and maintenance work is likely to increase 
over the next few years. 

Direct military requirements, which accounted for 
two million tons of 1952’s finished steel output of 
over 68 million tons, are not likely to change much. 
Russia’s sporadic extension of the olive branch still 
leaves it a long way from abandoning its plans for 
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Leading Steel Companies 








Outlook for Alloy Steel Producers 


Of the 5 million tons of alloy steels 
(other than stainless) shipped in 1952, the 


Youngstown 
Jones & National Republic U. S$. Wheeling Sheet automotive industry took 1.5 million tons, 
Laughlin Steel Steel Steel Steel &Tvbe = and almost 1 million tons more went to 
machinery and equipment makers. Thus, 
$144.6 $55.0 $165.6 $61.0 $55.0 $93.1 the probable easing off of activity in these 
a $28.2 $360.2 ee industries during 1954 means that some 
6,200 7,348 5,902 26,109 1,423 3,350 alloy steel producers may be in for trouble 
$236.0 $128.6 $332.0 $1,291.6 $128.3 $198.1 next year. Almost ——— + 1952's 
Fo/31/52 12/31/52.—«12/31/52_—«12/31/52_—«:12/31/52 «12/31/52 pee eT es aayaine 
eon — se yon a = suffer in 1954, but not as much as other 
$3.0 $42.0 $43.6 $147.0 $9.6 $16.9 alloy steel producers. — 
$3.9 $1.6 $4.4 $1.8 $1.8 $2.1 If 1954 starts out with steel operations 
$19.4 $37.5 $42.5 $118.4 $9.1 $22.9 at around 85% of capacity, the steel in- 
7.4% 15.0% 10.3% 9.3% 10.2% 9.8% dustry is likely to take out of operations 
3.9% 6.8% 4.7% 4.7% 6.1% 5.2% over the next year or two some 10 million 
5.4% 11.3% 10.0% 6.7% 7.4% 7.4% — of Pagers rquenar aT age 
y een costly to operate and given it a lo 
— wth — _— bisa _ of trouble. The million-ton Homestead 
12/31/52 12/31/52: 12/31/52: 12/31/52_-12/31/52_ 12/31/82 lant of U.S. Steel, over 50 years old, is 
$37.6 $113.1 $84.6 $322.2 $22.3 $0161 an example, and it is now being examined 
$90.4 $63.0 $125.2 $424.7 $59.3 $74.3 by steel engineers to determine whether it 
$40.7 $42.5 $77.4 ae ps me is practicable to repair. 
— — 0 - ‘ : The greater efficiency of newer facil- 
$75.3 $73.6 $133.1 $684.1 $19.6 — ities, and the abandonment or dismantling 
= —— _— =— — a of older facilities, will help reduce steel’s 
oa poi pt piety pc pve over-capacity problem and will also help 
$6.06 $15.41 $14.35 $12.34 $15.70 $34.65 reduce costs. 
y 2.9 2.1 1.4 4.9 3.5 . 
ae 11.5% 13.5% 13.5% 33.3% 17.1% The Taconite Ores 
_— — hnngiiaa — — — Another cost saving results from the 
— omen = = — ht weakening in scrap prices. With the steel 








industry buying some 25 million net tons 
of scrap this year, every drop in scrap 








international disruption and aggression, and agree- 
ing to international disarmament. This means that 
our substantial defense program will continue into 
the foreseeable future. 

On the industrial side, the oil, gas, and mining 
industries are likely to continue to take large 
amounts of steel. The development of new ore bodies, 
exploration for uranium, the exploitation of low- 
grade iron ore, all spell continued steady demand by 
the mining industry, despite the indicated softening 
of some domestic metals. 


Only Moderate Decline Expected 


On the other hand, the construction of railroad 
equipment will probably decline, and agricultural 
equipment sales may also soften. In addition, it is 
evident that sales of machine tools and other indus- 
trial equipment may taper off, although the possibil- 
ity of the setting up of a machine tool reserve for 
defense purposes may stave off a severe drop in this 
sensitive segment of our economy. In any event, these 
groups with uncertain futures take about one-sixth 
of the total steel output. 

Thus, even after steel buyers have laid in inven- 
tories to more balanced levels, the prospect for a 
15% decline in steel operations in late 1953 and 
early 1954 is certainly not one to be viewed with 
great alarm. Since our steel capacity is expected to 
be close to 120 million tons by late 1953, a 15% drop 
in steel operations could still permit this year’s out- 
put to exceed 81 million tons. 
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prices means a big saving. Moreover, the 
danger of rising costs in iron ore which had been 
posed with the steady exhaustion of the high-grade 
Mesabi ore deposits, has been well allayed. The in- 
dustry is constructing huge plants to concentrate 
low-grade taconite ores into pellets which will be 
economical to use despite high processing and han- 
dling costs. At the same time, high-grade ore de- 
posits being exploited in Canada, Venezuela, and 
Brazil offer added insurance and economy. 

; Accelerated depreciation is likely to hit steel earn- 
ings hard in 1954-56, as such charge-offs will be 
applicable in those years on any defense facilities 
built from 1950 to 1953. Of the $4.6 billions invested 
in such facilities, $3.1 billions were certified for the 
5-year accelerated write-off. The spread of con- 
struction from 1950 to 1953 means that such charges 
will occur from 1951 through 1958. This means that 
some $400 to $500 millions will be applicable in 
1954. It will represent a jump of some $250 millions 
over depreciation charges incurred in 1953. 

On the other hand, the expiration of excess profits 
taxes in mid-1953 (unless extended), will provide 
some $300 millions annually in tax relief to the 
industry under high-operating conditions, so that 
1954’s net is not likely to suffer heavily from depre- 
ciation write-offs unless the operating rate should 
drop too heavily, an unlikely development. 

Steel managements have had some rugged train- 
ing in coping with rising costs within the vise of 
frozen or controlled prices. They have, found re- 
search a major solution (Please turn to page 240) 
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[———— Long Term Debt: $352,000,000 ——y— 
t+————— Shs. $4 Pfd A: 303,869 - no par 
Shs. Common: 21,958,418 - $5 par ——y-— 
Fiscal Year: May 31 ——+ 
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THE DOW CHEMICAL COMPANY 


bad BUSINESS: One of the largest manufacturers in the chemical industry, pro- 
In oC an as ducing a widely diversified line of industrial and agricultural chemicals, 
three major groups of plastics, magnesium and fabricated magnesium prod- 
ucts, and fine chemicals; including pharmaceutical and aromatic chemicals. 
3 OUTLOOK: Dow Chemical, with a solid foundation in basic products, is 
By OUR STAFF continually diversifying its lines and creating a high degree of protection 
against fluctuation in demand in particular products. Coupled to its dynamic 
@g ‘ E . growth in the chemical industry, has been its expansion, through associated 
nvestors in the upper and medium INCOME companies into other fields. Jointly with the National Plastic Products Co., 
brackets will find an avenue for securing reasonable _ it has been developing the manufacture of saran fine fiber which reached 
income at the same time reducing the amount of pepe gg stage - the last year. ue — > sang = — 
. 2 +48 . _ @ Steady income producer as a manufacturer of ethylene dibromide an 
taxes pay able, through securities representing oe the Dow Corning Corp., formed by Dow and Corning Glass Works to pro- 
panies that pay regular stock as well as cash divi- duce two silicone products has doubled, redoubled and again doubled its 
ends. AS 1S we nown, stoc lvl s - productive capacity, producing in the past fiscal year products an 
dends. A llk , stock dividends are not tax ducti i ducing in th fiscal 100 prod d 
able—except under certain highly specialized cases a . eter — In = cont age to May 31, 1952, net 
which need not concern the ordinary investor. Hence, income of Dow Chemical has risen from $9.5 million to a peak $40.5 million 
A ° . . A in the 1951 fiscal year, and $35.8 million in the 1952 period. After adjust- 
receipt of income in such form 1S doubly welcome 1N ment to reflect a 4-for-1 stock split in 1947 and another of 3-for-1 in 1952, 
that it adds to the value of the investment without per share net in the 10 year period increased from 62 cents to $2.00 in 
being subject to normal tax penalties. the 1950-51 year, and $1.65 in 1951-52. For the 9 months to Feb. 28, last, 
Not many companies have adopted a policy of pay- net per share equalled $1.11, reflecting the continuing slow down in certain 
° : se . Ae lines as well as narrow profit margins because of price restrictions which 
ing regular stock dividends, in addition to cash. have now been lifted. Volume continued to show gains and Dow, looking 
These must be distinguished from companies which primarily to the long range, continues its aggressive expansion campaign, 
have declared one or two individual stock dividends _ financing its capital needs through long-term indebtedness, sale of saan 
or which pay them ‘at highly irregular intervals, Soo co Vie Beek oeten Sprmmenteteing S10 Mition sor S006 af 
However, in cases where policies have been estab- ‘ ; : 
lished f, ri f ] k divi h DIVIDENDS: Cash payments have been uninterrupted since 1900. The 
isnea tor pay ment or regular stoc ividends, the present annual rate is $1.00. Stock dividends of 22% have been paid in 
essential purpose is to permit the corporations to 1948, 1950 and 1951. Two dividends of 22% were paid in 1952, one be- 
retain a larger proportion of earnings for expansion _ fore the split and one after. 
than would have been possible if the total dividends MARKET ACTION: Recent price of 37 compares with a 1952-53 price range 
were paid in cash alone. Investors benefit as well of High—44, Low—3612. At current price the yield on cash dividend is 2.6%. 












since they receive a steadily increasing stock partici- COMPARATIVE BALANCE SHEET ITEMS 
pation in the company’s growth through receipt of May 31 
earl . ome 1943 1952 Ch 
regular stock dividends, simultaneously obtaining as acces (000 omitted) — 
well some cash return. Cash & Marketable Securities .............00000 $ 8898 $112,617 +$103,719 
Companies which have a stated policy of paying  [ieNores! NO a 
stock dividends in small, regular amounts each year, TOTAL CURRENT ASSETS “= 35,911 232,855 +. 196,944 
: ; Net Property ccc. 77,243 388,861 + 311,618 
are almost invariably to be found among the great . 2702 6.195 + 3,423 
3,082 $658 + 3,616 





American enterprises. Among them are companies thet, Asset. 


like Eastman Kodak, International Business Ma- _ wasuities 
chines, Dow Chemical and Sun Oil. These four stocks, Accounts Payable i, ‘i *3s Re 






































together with another of an entirely different Class—  Accresh ..... ‘394 18, hid - 13.260 
Ruberoid—have been selected for special comment. TorAl CURRENT LiABiLiTiES 77700777777 31,098 193,426 + 162,328 

Investors considering the purchase of these stocks  Qther, Liabilities Vase we - 18 
should be guided by A. “ie Miller’s market article, Preferred Sock Leetonia Soopreatanbonseuaitereaertotuecrtreres ae as t se 
especially under present unsettled conditions. Perti- Commee Stock . 37,294 104,418 + 67,124 
nent figures giving the record of the 5 companies TOTAL since ETRE TE) $119°008 as tT $s1s’cor 
have been added to the explanation text. Phin aty —. BT ta cect tus eutacimencstesauaeahe $ 7. $ wa rad 34,616 
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EASTMAN KODAK CO. 


















































































































1 : a SS =} T T T 
Lo Recep _ Mldented = : oer Se wean! a OOS 2) = 
| Cameras, Photo Equip. |__|} ——_ + ——— Price Range —} 5, -+———] _ Office Equipment —}———-} —}— -_o i 
t Se ae - i We i oe — Hike = 
caret il SL pope ee Nigh = "$s — T — 1 {H= 
2S S T t a Se cE = | SASS i rea i tae t iyi 7 a aL esi oo ates 
OF? t _— —Long Term Debt: 335, 000 , 000 + +—-{f-+——— | - 
[———Shs Cap Stk: 3,198,973 - no par, ——>———+ a Se SN | SIT Cees 
—{Fiscal Year: Dec. 31 + t t - —-———h 
<—— it t | iid. ae 
; T +f if | Price Range — [ 
- + 11929 - 1935 — a 
{i ca | —{ High - 115 ---— 
(ft {———|Low - iiss 
a “Tt 140} 





































































































































































































































iS St z Es od WEA i is i ft Sel 
months —— t-. toa - + [| ae Se 2 } | ete 
—— tly Funded Debt: None | I i i | =a 
| ——t Shs. $6 Pfd: 61,657 - $100 par { | - 
t ™ Tn eae Shs. Common: 16,532,585 - $10 par —— —= aC 
| if ———;————j Fiscal Year: Dec. 31 ——~ * Plus Stock Dividend 4 
Jk DS Se at — - — ¥ 
=a ieee Coa cae ES i m rapes 
5; t ee eRe ae 80 
it ‘ 
i re : ete athe ai H —}4 
1a 1943 1944 1945 | 1946 1947 1948 1949 1950 1981 | 1952 1953 1945 1946 — 19. 19! 
| Wiz_[1.83 | 2.61 | 2.85 | 3.46 | 4.11 | 3.80 | 4.09 | 2.95 | 2.74 | pn 3.84 | 4.05 | 4.07 | 4.35 | 7.49 | 9.30 | 11.21 | 12.64 | 12.05] 9.61 | 9. ai 7 
1,00 |1.00 | 1.30 | 1.40 | 1.55 | 1.65 |*1.70 |*1.70 | *1.80 | *1.80 | ow. 1 2.74 |*2.74 |*2.74 | *2.74 | 3.42 | 3.43 | 4.00 |* 4.00 |* 4.00 | *4.00 |*4.00 ww. 
ior 102.4 | 115.4] 133.9] 114.8] 120.7] 129.0] 127.3 | 156.7| 169. 4] 176.9 Wee Caps Mill 3.2 | 6.8 7.7 | 12.4 | 13.2] 25.3 | 41.3 [° 32.4] 23.7] 45.0 | 66.7 [We Caps 
EASTMAN KODAK COMPANY INTERNATIONAL BUSINESS MACHINES CORP. 
BUSINESS: This foremost producer of cameras, film, projectors, chemicals BUSINESS: Ranks as the largest manufacturer of electric and electronic 
and relaed photographic materials also manufactures through its several di- accounting machines which it installs on a lease basis. Other products in- 
visions cellulose acetate yarns, fibers, plastics, industrial chemicals, vitamin clude forms for use in such machines, time recorders, electric typewriters, and 
concentrates, lenses, and optical-mechanical goods. various other devices sold outright for use in factories, plants, business and 
government offices. 
arse At the — me Wor It, were yi arian a ne OUTLOOK: International Business Machines, now in its 42nd year, continues 
sclted program of pent improvement ond expomion whieh 1 Soto expand prodetion fies ond broden inline of prods. Canplto 
about $32 million expended in 1952. It has financed this program on a fos he a - © now addition a ™ oo _ — oe 
pay-as-you-go basis from internal funds. No money has been borrowed and ppt wie 1 a ems oe ore _ a rir yeonpasnll eesti 
no external debt created. Notable among the attainments through this pro- = — vache fc ye ~ nc et As a ining Pea aernes — 
ram have been improved and expanded photographic manufacturing facili- anor ee _— pwn riage -anagy ti edna" = ae other contraction 
tes the creation of Tennessee Eastman Works for the production of cellu- wil odd © crehie — tebenataty yr saunaomnenpatiapilionntie 
lose acetate products, and the Texas Eastman Co., that started operations only bicente erengire a i oman latonatprton “ pact one comet 
last year, producing a line of industrial chemicals and which will be ex- engaged ” ae oow ond iapeoved commercial products to meet the 
tended as quickly as new facilities are completed. For the third successive Par domen " = ‘both business ona Posen bd madern ae 
year sales, exclusive of foreign subsidiaries, were at a new high level of cvecost computing, facilities, Reflecting thie ts ers sino ae: thee coempany's 
$575 willlicn a gain of $32.7 million pg and cheat 0004 alten business. Although 1952 was a record year with gross income from sales 
Toni’ £ oe ies ial ions oe 74 pig cage gy Secanges and rentals of $333.7 million—$67 million greater than in 1951 and $202 
share less than in 1951 on the basis of common shares outstanding at 1952 = qpeninn Sam atiarteprngane ar oe “ pinecone seit 
year-end. Factors that worked against a rise in 1952 earnings were reduced thes ao an “ 9 paged s history. Net income, after federal 
operations at the cellulose acetate plant and high starting-up costs at the cans ame ee ey ae titecanen po ape ae oo 
hemi lan. Th t b ith first ter sales : . é ‘ te P 
nv Tvot chemi plon The event yer beoor with fr voter Gere wih $229 inthe fat gure of 1932 BM hen, moved seal fo 
profitable 1953 and more in line with the company’s growth in volume and ps Fe et om mr ep rsa Pvt i 
pempta ger arly oe eae > er expenditures this year of sion of IBM to its present position has been made possible partly by the 
ee Spree Sees Saree ee ee creation of long-term indebtedness and partly by employment of deprecia- 
DIVIDENDS: Cosh payments have been made in 52 consecutive years. The tion and amortization ier and retained earnings. Stockholders have re- 
prevailing rate of $1.80 annually was established in 1950, as was also the ceived stock dividends of big in each year from 1949 to 1953, 75% in 
5% stock dividend the latest payment of which is on May 29, 1953. 1948, 25% in 1946 and 5% in the years 1943-45. 
: : : DIVIDENDS: Cash dividends have been paid in every year since 1916. The 
MARKET ACTION: Recent price of 46, compares with a 1952-53 price current $1.00 quarterly rate was established in 1948, following the 75% 
range of High—48, Low—41%. At current price the yield on annual cash stock dividend. 
dividend is 3.9%. MARKET ACTION: Recent price of 229, compares with a 1952-53 price 
range of High—254'2, Low—226. At current price the yield on cash dividend 
COMPARATIVE BALANCE SHEET ITEMS is 1.74%. 
Dec. 2 Dec. 28 COMPARATIVE BALANCE SHEET ITEMS 
1 543 1952 Change December 31 
ASSETS (000 omitted) _— 1943 (000 be 2 ed) Change 
suedsecsesesorensonse ’ 59 —$ 4,696 : omitte 
Marketable. Securities eens 54/391 , B316 iy 13275 Cash & Marketable Securities ...............00000 $ 25,244 $51,216 +$ 25,972 
Receivables Net .. 30,918 63,988 + 33,070 oo BU resccgsssseasetes 40,244 26 + 2,017 
Inventories | ...............-. 68,383 120,771 + 52,388 Inventories... 6,585 19,611 + 13,026 
TOTAL CURRENT ASSETS 195,179 262,666 -+ 67,487 TOTAL CURRENT ASSETS 72,073 113,088 = + = 41,015 
Net Property .. 88,760 213,369 + 124,609 Net Property ....................... 56,177 260,986 + 204,809 
Investments nee 9.78 7,236 — 2,547 Patents & Good Will, Net .... 10,329 6,918 — 3411 
I ce cinceneccignpeetnnenciotie 7,611 2,963 — ml. p  ngy onl “ 19, 4 = + rg 
sera WHS MN 1 ae ae “ $154,514 $428,229 +$273,715 
ILITIE LIABILITIES 
Accounts Payable $ 13,554 $ 62,166 -+$ 48,612 Accounts Payable & Accruals $ 30,131 +$ 9,836 
Acwrente * pA os sy'bas Tom Saeares ES OE ‘ —_ 13,809 rH 
eaceccccccccececcecccocecccocncscooccoooesoccoooeccccose r bral G vance on Gov od —_— 
Torat “CURRENT TBE ITI oi cescenssscscscssasce ata 85,745 - oaaus Ls CURRENT LIABILITIES ie daissseestsstetanven te — - 18,883 
eserves ........ ‘ irre ; - : OS ee i t — al 
Preferred Stock 166 6,166 bs anette Long Term Debt 17,318 175,000 + 157,682 
seam ook ae et es cae a ee 
0 ee ; ; = eee i ‘ 1 
REE MIIEE ys 5ssceceseapags aietoscqgvensionasesse $301,333 $486,2 +$184,901 10) AL UMMRU OI coc oo cc naséstccsssioss $154,514 $428,229 +$273,715 
MI GP UTIND, orc cseseccsscgsnccotccaccsccosisessssens $102,429 $176,921 +$ 74,492 WORKING CAPITAL 6,8 66, +$ 59,898 
CURRENT RATIO 2.1 3.0 oa Bs IU DION ost ccscccscecece sce secccesadesscasnents 1.1 2.4 a 3 
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a Sif = = == 
ow — ona atten 
80 —|Finded Debt: $10,350,000 —7— 
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1042 1943 1944 19485 1946 1947 1946 1949 1950 1951 1982 1953 1942 1943 1944 1945 1946 1947 1946 1949 1950 
2.48 | 2.04 | 2.08 | 2.07 | 6.73 | 10.88 | 11 80 | 8.72 |-9.64 | 6.88 | 6.73 peril 2.43 | 3.80 3: 45 | 3.70 | 3.48 | 5.25 | 8.61 | 4.57 | 6.02 
1.15] 1.15 | 1.25 | 1.25 | 2.00 | 2.75 | *3.25 |*3.25 [93.50 | 93.50 | *3.50 ow. 833 | 1.25 “aH + .833 | .838/ .96 [*1.00 [*1.00 | *1.00 
7.6 | 8.3 | 8.2 | 8.8 |9.1 | 12.0 | 14.7 | 17.0 | 14.4 | 16.4 | 20.1 [eCaps mil 50.3 | 59.3 | 59.2 | 47.9 | 49.6 | 47.7 [ 6 sa0 | e065 201|/7852 


























THE RUBEROID COMPANY 


BUSINESS: Succeeding in 1905 to a business started 67 years ago, Ruberoid 
manufactures asphalt roofing, asphalt and asbest ingles and sid- 
ings, waterproofing felts, autmotive felts and boards, insulation and 4ire- 
proofing products, preservative coatings and paints, and a number of other 
asphalt and tar, products, papers and felts. 


OUTLOOK: The record of the company, especially over the past ten years, 
depicts consistent growth. Important contributors to this expansion have been 
the development of new products, increased efficiency in manufacturing, dis- 
tributing and marketing, and the acquisition of additional properties manu- 
facturing products in related lines. For a number of years, Ruberoid has 
followed a policy of reinvesting a portion of net earnings in the business. 
Authorizations for capital improvements during 1952 amounted to $3.4 mil- 
lion, bringing the total of such appropriations within the last ten years to 
$24.4 million. Other benefits accruing from this policy have been extending 
the scope of sales and the decentralization of operations, as well as widen- 
ing activities of laboratories that are constantly a work on research and 
engineering projects. This progress, aided by postwar demand for new 
housing and other construction, is reflected in net sales last year of $66 
million, an all-time high, and continuing the uptrend that since 1943, when 
net sales amounted to $27.3 million, has carried sales volume into higher 
ground in each year. Net earnings, after taxes in 1952 amounted to $4,045,- 
677, equal to $6.73 a share on the present outstanding capital stock. This 
compares with 1951 net of $4,017,488, or $6.88 a share on a smaller num- 
ber of shares. First 1953 quarter operations show the trend of sales and 
earnings is still upwards. Sales in the three months to March 31, last, of 
$15 million were up 17% over the first 1952 quarter. Net earnings of 
$921,759, were the highest for any first quarter in the last five years, and 
were about 23% higher than a year ago. 








DIVIDENDS: With its predecessors, has an unbroken cash dividend record 
over the last 65 years. Currently paying $3.50 annually. Stock dividends of 
10% were paid in 1948, 1949 and 1950, and 5% in stock in 1951 and 
1952. 

MARKET ACTION: Recent price of 59, compares with a 1952-53 price range 
of High—65%, Low—54. At current price the yield on the cash dividend 
is 5.9%. 

COMPARATIVE BALANCE SHEET ITEMS 

Bosember 31 








1943 195 Change 
ASSETS (000 omitted 
Cash & Marketable Securities ....................5 $ 3,737 $ 8,185 +$ 4,448 
2,843 7,033 + 4,190 
era mg won os 29 bm03 = ‘See 
ETS F , , 
TOTAL CURRENT reuic Bcc 9,304 21,625 + 12,321 
ee Se 040 2,42 + 2,388 
Other Ass 356 + 224 
TOTAL ASSETS EON TRO Mr $ 19,579 $ 46,754 +$ 27,175 
LIABILITIES 
Accounts Payable .................:s:cccsececeseseseenentenes $ os $ ‘ o +s 33 
NR — ee 
TABILITIES 4 J 
TorAl ¢ CURRENT L BE zn : . 781 
CEES RE AE ¥ é : 
eee eet Bee i Be 
‘AL LIABILITI ’ e ’ 
WORKING RE SO 8,385 $ 20,172 +$ 11,787 
GID TRPREOED nncccsccsncccoccsnaiccccosecssvsncosscnsssnense 6 11.3 + 47 
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SUN OIL COMPANY 


BUSINESS: A fully integrated oil company, holding about 10 million acres 
of producing and non-producing lands in the U. S., and Canada, and oper- 
ating refineries, natural gasoline plants, tankers, pipe lines and other facili- 
ties. Sun Shipbuilding & Dry Dock, a wholly-owned subsidiary, operates one 
of the largest shipbuilding plants on the Atlantic seaboard. 


OUTLOOK: For a number of years Sun Oil has supplemented a modest 
$1.00 a share annual cash dividend with frequent stock dividends. Since 
1940, these distributions have ranged from five to 20%. The 1952 distribu- 
tion amounted to 8%. This policy of paying out stock dividends in lieu of 
cash has bled the company to retain close to 83% of net earnings in 
the last 10 years for reinvestment in the business. It is a policy of long 
standing, eliminating the need to borrow required funds er make new 
stock offerings, thus diluting the equity of the present outstanding shares, 
for modernizing equi t and exp g operations to keep pace with the 
growth of the oil industry. What Sun Oil has accomplished in the 10 years 
to the end of 1952 is reflected in the growth of net property account, its 
increased financial strength and its growth in output and operating income. 
Gross operating income within the decade has expanded from $468.8 mil- 
lion in 1943 to $617.3 million in 1952, with per share earnings of $2.91 
in the earlier year comparing with $6.85 in 1952. Retained earnings, along 
with other capital accumulations, have enabled Sun to expand its net prop- 
erty account during the 10 year period, from $104 million to $264.6 million, 
after depreciation and depletion of $239.6 million. Capital expenditures 
from 1943 to the end of last year were close to $615 million, $111.6 million 
of this total being expended in 1952, and with a record $130 million in 
expenditures planned for this year to further modernize and expand facili- 
ties, including enlarged petrochemical activity, as well as for developing 
new sources of petroleum. 


DIVIDENDS: Cash payments have been made in each year since 1904. The 
current $1.00 annual rate has been maintained since 1926. 
MARKET ACTION: Recent price of 74, compares with a 1952-53 price range 


of High—94%, Low—74. At current price the yield on cash dividend is 
1.35%. 








COMPARATIVE BALANCE SHEET ITEMS 
December 31 







1943 Change 
ASSETS (000 omitted) 

NURS 5 Siccennnsssstvenviens 30,696 $ 32,651 +$ 1,955 
oe pat ae ' 15,781 38,495 + 22.714 
Inventories ................... 30,334 77,181 + 46,847 
Due From U. S. Gov. ............. 49,724 ae — 49,724 
TOTAL CURRENT ASSETS 126,535 148,327 + 21,792 
Net Propert ,. Shape ates cores 104,367 at 615 + 160,248 
ee 11,961 4,656 — 7,305 
Other Assets ...... 4,3 2, ‘591 — 7 
TOTAL ASSETS iit. <saiasIteanleemesnenespeueenomaseeebe $247,219 $420, 189 +$172,970 
LIABILITIES 

EEE seers 44,784 45,751 +$ 967 
ta nees apne Scene ~ Jone an . 22,371 . 14,388 — 7,983 
TOTAL “CURRENT LIABILITIES . 67,155 60,139 — 7,016 
Other Liabilities ...................... MA 8 (> Sieacchenens — 1,880 
Reserves .................. 6,781 ve — 6,781 
Long Term Debt .. 937,670 10,350 — 27,320 
Preferred Stock ...... ive wie . a + we 
Sor wasnt ee see ieee 
fgets aN: p ' J 
TOTAL KING CAPITAL $ 59,380 $ 88,188 +$ 28,808 
CURRENT RATIO ..... 19 2.4 + 5 


MAGAZINE OF WALL STREET 


THE 








as” 
the 
car 
tre 
era 
thi 
to 


ma 
clo: 
dev 
of 

nou 
ing 
(ki 
con 
inv 
of 

bee 
dev 
su] 
if t 
adc 
wh 
are 
less 
Sin 
to | 
of. 


rat 
of 

uns 
per 
eve 
clir 
me 
con 
are 


MA 





cres 
2er- 
cili- 
one 


Jest 
nce 
ibu- 
| of 
; in 
ong 
ew 
res, 
the 
ars 
its 
me. 
mil- 
91 
ong 
op- 
ion, 
res 
lion 
in 
cili- 
ing 


The 


nge 
| is 








1% 18 1 
.. 13 a Ste MH 


TWENTY 
STOCKS 2 

acting =" 
BEST — 
POOREST 


X = a 2a Bia ‘Te he 
3% 3% p 
By J. S. WILLIAMS 
















: 3 a period of massive market changes, such 
as we have been experiencing in the past few weeks, 
the action of individual stocks may be quite signifi- 
cant. Stocks which act contrary to an established 
trend or which move with the trend but at an accel- 
erated tempo are specially worthy of attention as 
this generally is a herald of important developments 
to come. 

A stock which acts conspicuously strong in a weak 
market does not do so by accident but because those 
close to the company are aware that favorable 
developments are imminent. This may take the form 
of an increase in dividends or a forthcoming an- 
nouncement of an unusually large increase in earn- 
ings; the discovery of new minerals or oil properties 
(known only to those in intimate contact with the 
company); a forthcoming merger; an important 
invention; or new products about to be marketed and 
of which the general investing public has not yet 
been informed. Market response to advantageous 
developments of the type described have a strong 
supporting influence on individual stock prices, even 
if the general market is soft. To this group may be 
added another of much more limited proportions and 
which represent companies in which stock holdings 
are highly concentrated, whose owners are more or 
less indifferent to short-term market movements. 
Since these are closely held, it is unusual for them 
to make an appearance on the tape except at times 
of extraordinary activity. 

Stocks which move with the trend but at a more 
rapid pace are also worthy of notice. This is true 
of either strong or weak markets. In the present 
unsettled market, it is important to note that the 
performance of quite a number of issues has been 
even poorer than that of the general bulk of de- 
clining stocks. This should generally be construed as 
meaning that holders of such issues have not much 
confidence in their future market action and hence 
are disposed to liquidate even at considerable sacri- 
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fice. There are exceptions, of course. Quite 
often stocks may decline with more than usual 
rapidity because individual holders are more 
frightened than they really have reason to be 
and who, consequently, are led to dump their 
stocks. After this type of selling is completed, 
however, it is more likely than not that these issues 
will rebound, reaching a truer level. It is obvious that 
speculative opportunities may be found among such 
issues near the end of a violent decline. 

After a concentrated survey of the market action 
of several hundred stocks during the recent decline, 
the staff of The Magazine of Wall Street found that a 
number of these had “acted better than the market” 
and a number poorer. Our standard of measurement 
was the various “averages”. Although this cannot 
lead to a perfect result in measurement, it is the 
only practical method available. Based on this 
measurement, we found some thirty issues had held 
at close to their highs of January, in some cases even 
exceeding them. Of these we have selected 20 for 
the inspection of our readers. These have been listed 
separately in the accompanying table. We have in- 
corporated the essential market statistics together 
with our opinion as to their future position. Such 
opinions are based solely on the essential factors of 
earnings and dividend prospects and financial posi- 
tion. 

We have at the same time listed 20 stocks which 
have “acted poorer than the market” together with 
essential data. 

For the further benefit of our subscribers, we have 
selected for a brief analysis three stocks in each 
group as offering the best examples of individual 
market action and their meaning. 


Three Issues with Disappointing Market 


Aluminium, Ltd. Several factors contributed to the 
disappointing market performance of Aluminium, 
Ltd., which declined from a 1953 high of 547% to a 
recent low of 41%4. One of these has been 1952 
operating results, producing net income of $2.73 a 
share, as compared with $3.51 in 1951, notwith- 
standing that production and sales of aluminum pro- 
ducts by the company and its subsidiaries were the 
highest on record, amounting to $333 million, as 
compared to $284 million in 1951. Peace talk and 
the offering of 818,657 additional shares of stock 
for subscription on the basis of one share for each 
10 held at $34 a share U. S. currency were develop- 
ments aiding the stock’s market reaction. 

Aluminium, Ltd., together with its subsidiaries, 
holds a leading world position in the aluminum indus- 
try. Its 1952 integrated capvacity amounted to 500,- 
000 tons. By 1954 this will be increased to 600,000 
tons with fabricating plants in Canada and other 
points on the globe expanded to absorb more of ingot 
output. In the last two years outlays for new hydro- 
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Stocks Acting Poorer Than Avérage 


the year ending Oct. 31, next, will 
fall short of matching the $2.83 
reported in 1952. Net sales for 














the latter period of $153.5 mil- 

























electric and aluminum facilities in Canada, and for 
expansion of other facilities making up its world- 
wide irterest, brought total capital expenditures to 
$306 million, with another $120 million scheduled 
to be spent during this year and next. 

From the current offering of additional stock the 
company expects to realize approximately $27 mil- 
lion. This sum, along with $20 million from the 
United Kingdom Government, approximately $29 
million from the sale of preferred stock of Aluminum 
Co. of Canada, a subsidiary, as well as retained 
earnings and provisions for capital cost allowances, 
will provide sufficient funds to meet the remaining 
authorized fixed capital expendiutres and additional 
working capital requirements. 

Capital cost allowances for 1952 amounted to 
$37.5 million and accounted for the 22% decrease in 
net profits as compared to 1951. This effect of these 
allowances was the reduction of net profit, after 
income taxes, by $11.2 million. In 1951, the provision 
of $12.7 million of similar allowances reduced net 
profit by only $6.9 million. 

Aluminium, Ltd., is a growth stock and should be 
retained on that basis. 

Case (J. I.) Co. This issue has shown a tendency 
to weakness for several months although the down- 
trend accelerated somewhat upon the development 
of general market weakness following the “peace 
scare”. The stock, at its recent low, was selling to 
yield, on the basis of the 1952 dividend of $2.50 a 
share, approximately 13%, a fact which indicates 
the dubious attitude that is being taken regarding 
a duplication of this payout in 1953. 

Net income for Case in its fiscal year ended 
October 31 last, of a little more than $7 million was 
$2.7 million under that realized in the previous year. 
The 1952 figure was equal to $2.83 a share, whereas, 
computed on the same basis, net in the 1951 fiscal 
12 months amounted to $4.04 a share which furnish- 
ed a far more comfortable margin over dividend 
requirements than did last year’s results. The imme- 
diate outlook warrants the belief that net income for 
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Price of Stock—— Net Per ; D9 
Janvary March — “April Share Div. Div. lion were about $12 million un- 
29 16 7 1952 1952 Yieldf Rating der those in the 1951 year and 
— A this downtrend is likely to con- 
Addressograph-Multigraph ie *§B 53% 49% $ 5.84 $ 3.00 6.0% B tinue with profit margins under 
Aluminum Ltd. ..............0.06. 5358 52 422 2.73 2.00 4.7 A ressure of higher costs. Th 
American Shipbuilding ............ 612 61 54 9.74 4.00 7.4 B p g osts. There 
American Woolen .................. 25% 25% 20  (d)7.39 Boga B also appears to be the likelihood 
Bell Aircraft .....2.......c0.ccesee0 25% 25% 21% sre 150 7.0 A that margins will be further 
Caren (9. 0.) CO. .oroeieecee tines 23% 20% i 19% 2. 2.50 129 A nar . 
pe ee ST 34% 30% 26% 77 225 8.4 A ti os 99 . v4 increased competi 
Corre de PABCo esses 36% 35% 28% 5.87? 2.001 7.0 B Howerdr e ra em 
Clary hee sh cclesccteceenee 94% 88 78% ; 6.00 7.6 A ; maintains 
Cities Service ......... ue 912 92% - yr 5.00 49 “ quarterly dividends at the. cur- 
Foster Wheeler ....... . 22% 20% 17% . .50 Wf l/ 4g 
Grumman Aircraft . 97% 26% 22% 2.67 2.00 9.0 B rays hie aA 3712 cents, and pays 
Holland Furnace «2.00.0... 21% 17% 15% 145 200 129 pj} no extra at year-end, the yield 
Industrial Rayon ...................... 538% 50% 46% 4.83 3.00 6.4 A at recent price would be approx- 
Kern County Land .................. 55% 55% 45% 2.93 2.25 49 A imately 7.6%. 
Newmont Mining ...............-..-- 53% 52 42 3.65 2.50 6.0 A 
Northern Pacific Ry. ............-... 80% 78 66% 6.38 3.00 4.5 A dj The stock seems to have about 
Northwest Airlines .................. 142 13% 11% 1.45 ‘s B iscounted the likelihood of a 
Underwood Corp. .............: 53% 51% 45% 5.00 4.00 8.7 A dividend reduction and present 
U. S. Hoffman Machinery ........ 33% 28 25 Er: B holdings may be retained. 
Holland Furnace Co., has lag 
w ividends. Rating: A—Has fairly well discounted ad ditions. ager ” 
en ietan. on 1952 dividends ‘ating ce honesty iscounted adverse conditions. |f ged marketwise-since 1946 when 
1_Plus stock. °—After depletion. the stock sold at a high of 3714, 
following the two-for-one stock 





split. Price movements in 
subsequent years gradually narrowed to a 1952 
range of 223% high and 1934 low, with the issue 
succumbing to selling pressure in the recent general 
market decline, touching a 7 year low of 151%. Con- 
tributing to the weakness in the stock is the earn- 
ings record of the company that shows a downtrend 
from $4.48 a share in 1948 to $1.45 a share in 1952, 
the latter figure comparing with $2.02 a share in 
1951. What happened to Holland Furnace earnings 
power is that competition has become keener and 
profit margins have narrowed sharply because of 
higher manufacturing costs in spite of the fact that 
net sales for 1952 amounted to a little better than 
$35 million, or 2.5% more than in the preceding year. 

The company is well entrenched as a manufac- 
turer of heating equipment and operates through 
500 factory branches located in all but four of the 
United States, rendering direct installation of Hol- 
land manufactured equipment as well as complete 
inspection, repairing and cleaning service. Cur- 
rently, the 1953 outlook is favorable from the stand- 
point of sales. However, in order to hold volume to 
1952 level, the company will be compelled to meet 
competition with profit margins continuing under 
pressure. Apparently, this viewpoint was given 
weight when management cut the quarterly dividend 
in half with the declaration of a 25 cents distribution 
on April 1 of this year. 

The issue is unattractive for new commitments, 
but investors currently holding the issue might 
profitably retain their shares and await some price 
improvement. 


Three Stocks Acting Better-than-average 


Continental Can Co. Recent market action of 
Continental Can in moving up from the years’ low 
of 4514, to a recent price of 5014, reflects the strong 
position of the company as a can manufacturer and 
its improving outlook created by the broadening base 
of operations through plant additions and acquisi- 
tions. Aiding in the good market performance of 
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the issue has been the recent increase in the quarter- 
ly dividend from 50¢ to 60¢, reflecting an improved 
earnings position, stronger finances, and indicating 
as well confidence of management in the immediate 
future of the business. 

Sales and net earnings in the quarter ended March 
31, last, were at record levels. Net sales of $107.9 
million showed a gain of 16 per cent over those for 
the first quarter of 1952. Net earnings of close to 
$2.5 million, after taxes, were up by approximately 
33.9 per cent over the $1.8 million shown for the 
first quarter of 1952, and were equal to 67¢ a share, 
as compared with 50¢ in the earlier three months’ 
period. 


Normally, first quarter operations are at a low 
level in comparison with those in the second and 
third quarters which usually account for close to 
two-thirds of the year’s total earnings. This is 
illustrated by the fact that of total 1952 earnings of 
$4.22 a share, $2.68 a share was produced in the 
six months to Sept. 30, a period which, incidentally, 
embodied the prolonger steel strike that tended to 
cut sales by creating a scarcity of tin plate. Opera- 
tions during 1953 will be aided by the new fibre drum 
plant at Pittsburg, Cal., scheduled to get into produc- 
tion late in May, and the new Canadian can plant 
that is expected to be operating some time this fall. 
Continental, this year, will also have the benefit of 
operations of the Betner bag company and Perga 
Containers, Ltd., the latter specializing in produc- 
tion of paper milk bottles that are now in wide use 
by Canadian dairies. New can plants at Vancouver, 
Canada, and Omaha, Neb., are expected to be com- 
pleted in time to contribute to 1953 revenue. 


Other factors that should go toward improving 
1953 earnings are the end of price controls per- 
mitting price adjustments to improve profit margins 
on certain products, and an easier raw-materials 
situation that should enable the company to meet 
increased demand in some of the faster growing 
markets for tin containers. 

The stock is attractive for its 
growth potentials and for its 
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sue marketwise, however, is provided by the im- 
proved outlook for the current year which is pointed 
up by first quarter net income, before taxes, of $7.5 
million, a gain of 78.5% over the $4:2 million shown 
for the first quarter of last year, and a gain of 75% 
in net income, after taxes, or an increase from $2.3 
million in the 1951 period, equal to.72¢ a sharé, to 
$3.7 million, or $1.26 a share in the quarter ended 
March 31, of this year. Net income for the full 1952 
year amounted to $4.60 a share, as compared with 
$5.09 in 1951, the reduced 1952 earnings resulting 
from restricted sales volume in the first half which 
also saw profit margins narrowed by reduced activity 
and downward inventory adjustments on the part 
of many of the principal consumers of the company’s 
products. A reversal of trends in the latter part of 
the year produced a higher sales volume and im- 
proved profit margins. These more favorable condi- 
tions have continued into the current year, and 
should be reflected in operating results of this dom- 
inent corn processor. 

The common stock qualifies as a conservative issue 
and possesses long-range possibilities for growth. It 
is worth retaining on the basis of both counts. 


Freeport Sulphur Co., capital shares which reg- 
istered a low of 4014, in the early part of January 
of this year, developed strength on improved earn- 
ings outlook for 1953, with the upswing being aided 
and abetted by the company’s discovery of a major 
deposit of nickel and cobalt ore, both strategic mate- 
rials at Moa Bay, Cuba. 


The discovery, it is estimated, consists of at least 
40 million tons of ore averaging about 1.35 per cent 
nickel and about 0.14 per cent cobalt, and is rated 
as being larger and-more valuable than the Nicaro 
deposits operated by Freeport Sulphur’s subsidiary, 
the Nicaro Nickel Co. Adding to the potentials of 
the new deposit is the company’s new and better 
leaching process involving the use of sulphuric acid, 
combined with the process for the production of 
nickel metal rather than oxide and also of cobalt 
metal developed by the (Please turn to page 244) 






































dependability as a source of in- 
send teaen: Giviieeda ‘ehids at Stocks Acting Better Than Average 
the current annual rate afford a 
satisfactory yield. Price of Stock Net Per 
Corn Products Refining Co. January = March April Share Div. Div. 
From a 1953 low of 671f, Corn 29 16 27 1952 1952 Yieldy = Rating 
Products has advanced to a re- American Can... 33% 3612 3534 $ 2.25 $ 1.26 3.5% A 
cent high of 72, with practically pose oae-pa  a8o & Foundry a _— pon pe 801 3.6 B 
° ° ° : abcoc ee? 1) “4 5.86 2.00 5.2 a 
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tendencies pie te talks of 4 Columbia Broadcasting “A”... 415 43% 43 2.75 1.60 3.7 B 
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aswinge of much the same pro- Ponny, (i. €.) Cb. .......02.0...00.020 6812 67% 6812 4.52 3.25 4.7 A 
orti wi th made in 1550 Reynolds Tobacco “B” ............ 42% 4612 46% 2.90 2.00 4.3 A 
portions as those made , Safeway Stores 0.000.000... 33% 35 36 2.01 2.40 6.46 A 
and in two subsequent years, Scott Paper ............ccccceccccceeen 552 58% 57% 3.44 2.40 42 A 
reflecting investor confidence in Sunshine Biscuits Rueatscecssiccestac (GU 69% 71’ 5.71 4.00 5.6 A 
management’s conservative fis- eae CUINN ooo ooccscecccscs 4312 47 44\2 3.12 1.73 3.8 A 
‘ ets a 
al policies and the company s t—Based on 1952 dividends. 1—Plus stock. 


record of consistency in dividend 
payments over the last 33 years. 
Additional bolstering of the is- 
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Rating: A—Well defined growth prospects; should be retained on long-term basis. 
B—Only moderately attractive at present level. 
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the year ending Oct. 31, next, will 
fall short of matching the $2.83 
reported in 1952. Net sales for 
the latter period of $153.5 mil- 


Stocks Acting Poorer Than Avérage 
































Price of Stock ——— ». Net Per ; pad 
Janvary March “April Share Div. Div. lion were about $12 million un- 
29 16 ru 1952 1952 Yield} — Rating der those in the 1951 year and 
— , this downtrend is likely to con- 
AderoororanhGniietts ves = “is “ $ ond $ mo oie v4 tinue with profit margins under 
American Shipbuilding.......... 612, 6154 974 400 7.4 B Oi essure of higher costs. There 
American Woolen .................... 25% 25% 20 (7290... IB spond b also appears to be the likelihood 
Bell Aircraft... 25% 25% 21% 3.46 1.50 7.0 A that margins will be further 
—. ze mk ett at ay A narrowed by increased competi 
Cerro de PASCO cece 36% 35% 28% 5872 200! 70 B tion in the farm equipment field. 
Chaylee oo cccccleseetsnenne 94%. 88 78%4 9.04 6.00 7.6 A However, if Case maintains 
Cities Service oo... 91%2 92% 826 12.67 5.00 6.0 A quarterly dividends at the. cur- 
Foster Wheeler dq tpspiate say hloesiés 225% aon hig 1.36 50 2.7 B rent rate of 3714 cents, and pays 
Grumman Aircraft .................. 27% 26% 22% 2.67 2.00 9.0 B n t t “ . 
Holland Furnace «0.0.0.0. 21% 17% 15% 145 200 129 «2B. jf NO extra at year-end, the yield 
Industrial Rayon ................... 53% 50% 46% 4.83 3.00 6.4 A at recent price would be approx- 
Kern County Land . “i 55% 4542 2.93 225 49 A imately 7.6%. 
Newmont Mining ... 52 42 3.65 2.50 6.0 A 
Northern Pacific Ry. x 78 66% 6.38 3.00 4.5 A _ The stock seems to have about 
Northwest Airlines .................. 13% 113% 1.45 : B discounted the likelihood of a 
Underwood Corp. 2... 53% 51% 45% 5.00 4.00 8.7 A dividend reduction and present 
U. S. Hoffman Machinery ........ 33% 28 25 Tore, -. B holdings may be retained. 
Holland Furnace Co., has lag 


t+—Based on 1952 dividends. 
(d)—Deficit. B—Unattractive. 


2_After depletion. 


1—Plus stock. 





electric and aluminum facilities in Canada, and for 
expansion of other facilities making up its world- 
wide interest, brought total capital expenditures to 
$306 million, with another $120 million scheduled 
to be spent during this year and next. 

From the current offering of additional stock the 
company expects to realize approximately $27 mil- 
lion. This sum, along with $20 million from the 
United Kingdom Government, approximately $29 
million from the sale of preferred stock of Aluminum 
Co. of Canada, a subsidiary, as well as retained 
earnings and provisions for capital cost allowances, 
will provide sufficient funds to meet the remaining 
authorized fixed capital expendiutres and additional 
working capital requirements. 

Capital cost allowances for 1952 amounted to 
$37.5 million and accounted for the 22% decrease in 
net profits as compared to 1951. This effect of these 
allowances was the reduction of net profit, after 
income taxes, by $11.2 million. In 1951, the provision 
of $12.7 million of similar allowances reduced net 
profit by only $6.9 million. 

Aluminium, Ltd., is a growth stock and should be 
retained on that basis. 

Case (J. I.) Co. This issue has shown a tendency 
to weakness for several months although the down- 
trend accelerated somewhat upon the development 
of general market weakness following the “peace 
scare”. The stock, at its recent low, was selling to 
yield, on the basis of the 1952 dividend of $2.50 a 
share, approximately 13%, a fact which indicates 
the dubious attitude that is being taken regarding 
a duplication of this payout in 1953. 

Net income for Case in its fiscal year ended 
October 31 last, of a little more than $7 million was 
$2.7 million under that realized in the previous year. 
The 1952 figure was equal to $2.83 a share, whereas, 
computed on the same basis, net in the 1951 fiscal 
12 months amounted to $4.04 a share which furnish- 
ed a far more comfortable margin over dividend 
requirements than did last year’s results. The imme- 
diate outlook warrants the belief that net income for 


Rating: A—Has fairly well discounted adverse conditions. 


ged marketwise since 1946 when 
the stock sold at a high of 3714, 
following the two-for-one stock 
split. Price movements in 
subsequent years gradually narrowed to a 1952 
range of 223% high and 1934 low, with the issue 
succumbing to selling pressure in the recent genera] 
market decline, touching a 7 year low of 151%. Con- 
tributing to the weakness in the stock is the earn- 
ings record of the company that shows a downtrend 
from $4.48 a share in 1948 to $1.45 a share in 1952, 
the latter figure comparing with $2.02 a share in 
1951. What happened to Holland Furnace earnings 
power is that competition has become keener and 
profit margins have narrowed sharply because of 
higher manufacturing costs in spite of the fact that 
net sales for 1952 amounted to a little better than 
$35 million, or 2.5% more than in the preceding year. 

The company is well entrenched as a manufac- 
turer of heating equipment and operates through 
500 factory branches located in all but four of the 
United States, rendering direct installation of Hol- 
land manufactured equipment as well as complete 
inspection, repairing and cleaning service. Cur- 
rently, the 1953 outlook is favorable from the stand- 
point of sales. However, in order to hold volume to 
1952 level, the company will be compelled to meet 
competition with profit margins continuing under 
pressure. Apparently, this viewpoint was given 
weight when management cut the quarterly dividend 
in half with the declaration of a 25 cents distribution 
on April 1 of this year. 

The issue is unattractive for new commitments, 
but investors currently holding the issue might 
profitably retain their shares and await some price 
improvement. 


Three Stocks Acting Better-than-average 


Continental Can Co. Recent market action of 
Continental Can in moving up from the years’ low 
of 4514, to a recent price of 5014, reflects the strong 
position of the company as a can manufacturer and 
its improving outlook created by the broadening base 
of operations through plant additions and acquisi- 
tions. Aiding in the good market performance of 
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the issue has been the recent increase in the quarter- 
ly dividend from 50¢ to 60¢, reflecting an improved 
earnings position, stronger finances, and indicating 
as well confidence of management in the immediate 
future of the business. 

Sales and net earnings in the quarter ended March 
31, last, were at record levels. Net sales of $107.9 
million showed a gain of 16 per cent over those for 
the first quarter of 1952. Net earnings of close to 
$2.5 million, after taxes, were up by approximately 
33.9 per cent over the $1.8 million shown for the 
first quarter of 1952, and were equal to 67¢ a share, 
as compared with 50¢ in the earlier three months’ 
period. 


Normally, first quarter operations are at a low 
level in comparison with those in’ the second and 
third quarters which usually account for close to 
two-thirds of the year’s total earnings. This is 
illustrated by the fact that of total 1952 earnings of 
$4.22 a share, $2.68 a share was produced in the 
six months to Sept. 30, a period which, incidentally, 
embodied the prolonger steel strike that tended to 
cut sales by creating a scarcity of tin plate. Opera- 
tions during 1953 will be aided by the new fibre drum 
plant at Pittsburg, Cal., scheduled to get into produc- 
tion late in May, and the new Canadian can plant 
that is expected to be operating some time this fall. 
Continental, this year, will also have the benefit of 
operations of the Betner bag company and Perga 
Containers, Ltd., the latter specializing in produc- 
tion of paper milk bottles that are now in wide use 
by Canadian dairies. New can plants at Vancouver, 
Canada, and Omaha, Neb., are expected to be com- 
pleted in time to contribute to 1953 revenue. 


Other factors that should go toward improving 
1953 earnings are the end of price controls per- 
mitting price adjustments to improve profit margins 
on certain products, and an easier raw-materials 
situation that should enable the company to meet 
increased demand in some of the faster growing 
markets for tin containers. 

The stock is attractive for its 
growth potentials and for its 
dependability as a source of in- 


sue marketwise, however, is provided by the im- 
proved outlook for the current year which is pointed 
up by first quarter net income, before taxes, of $7.5 
million, a gain of 78.5% over the $4:2 million shown 
for the first quarter of last year, and a gain of 75% 
in net income, after taxes, or an increase from $2.3 
million in the 1951 period, equal to.72¢ a share, to 
$3.7 million, or $1.26 a share in the quarter ended 
March 31, of this year. Net income for the full 1952 
year amounted to $4.60 a share, as compared with 
$5.09 in 1951, the reduced 1952 earnings resulting 
from restricted sales volume in the first half which 
also saw profit margins narrowed by reduced activity 
and downward inventory adjustments on the part 
of many of the principal consumers of the company’s 
products. A reversal of trends in the latter part of 
the year produced a higher sales volume and im- 
proved profit margins. These more favorable condi- 
tions have continued into the current year, and 
should be reflected in operating results of this dom- 
inent corn processor. 

The common stock qualifies as a conservative issue 
and possesses long-range possibilities for growth. It 
is worth retaining on the basis of both counts. 

Freeport Sulphur Co., capital shares which reg- 
istered a low of 4014, in the early part of January 
of this year, developed strength on improved earn- 
ings outlook for 1953, with the upswing being aided 
and abetted by the company’s discovery of a major 
deposit of nickel and cobalt ore, both strategic mate- 
rials at Moa Bay, Cuba. 


The discovery, it is estimated, consists of at least 
40 million tons of ore averaging about 1.35 per cent 
nickel and about 0.14 per cent cobalt, and is rated 
as being larger and-more valuable than the Nicaro 
deposits operated by Freeport Sulphur’s subsidiary, 
the Nicaro Nickel Co. Adding to the potentials of 
the new deposit is the company’s new and better 
leaching process involving the use of sulphuric acid, 
combined with the process for the production of 
nickel metal rather than oxide and also of cobalt 
metal developed by the (Please turn to page 244) 
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the current annual rate afford a 
satisfactory yield. Price of Stock Net Per 
Corn Products Refining Co. Janvary March April ~—— Share Div. Div. 
Products has advanced to a re- American Cam... 337% 3612 3534 $ 2.25 $ 1.26 3.5% A 
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A major test for the automobile industry 
—and for the entire national economy—is at hand. 
Manufacturers have been turning out new cars at 
an exceptionally high rate and some observers won- 
der whether the public will be able to absorb so large 
a quantity without a trace of indigestion. Unless the 
industry’s distributors do a real job in salesmanship, 
assembly lines may be forced to slacken their pace 
later in the year and current optimistic goals may 
not be reached. Obviously, any curtailment in motor 
car output necessitated by consumer resistance would 
have a depressing effect on other basic industries. 
Detroit observers seem confident that seasonal im- 
provement in demand will fulfill expectations and 
that new models will move into channels of distribu- 
tion at a satisfactory rate. Confidence is based on the 
conviction that purchasing power has not been over- 
extended, that new cars have the qualities potential 
buyers are seeking and that prices (with reasonable 
allowances for trade-ins) are not out of line. Results 
in the next few weeks will tell the story. Consumer 
demand normally reaches a peak in June and the 
success of the Spring selling season can be accurately 
measured by the Fourth of July. 


Approaching Labor Problem 
Sales results also promise to have considerable 
bearing on labor negotiations. A successful Spring 
season may encourage CIO-UAW leaders to exert 
pressure on managements for modifications in the 


Facing Major Test? 


By GEORGE L. MERTON 


contracts adjusted on basis of the Bureau of Labor 
Statistics cost-of-living index. Walter Reuther, presi- 
dent of the CIO and head of the UAW, has indicated 
his dissatisfaction with the recent decision of Gen- 
eral Motors to put into effect a reduction in wages 
of one cent an hour in accordance with terms of the 
CIO contract based on the “old” index. Virtually all 
workers in the automotive industry belonging to the 
CIO-UAW have contracts patterned after the Gen- 
eral Motors arrangement for adjustment of rates. 

In the event that sales failed to come up to ex- 
pectations and manufacturers were compelled to 
accumulate large stocks of new cars in warehouses, 
labor leaders might hesitate to adopt a militant atti- 
tude in seeking changes in their contract lest man- 
agements might become adamant and set the stage 
for a prolonged strike that might threaten to weaken 
the position of unionists. 


Position of Dealers 


Doubt over the industry’s ability to keep produc- 
tion at the high rate reached in recent weeks is 
founded on the conviction that dealers may not be 
able to sell new cars as rapidly as manufacturers 
have hoped. Dealers’ inventories are well above nor- 
mal, it is pointed out, and used cars are not fetching 
the prices that they did a few months ago. Stocks of 
new cars in dealers’ hands at the beginning of April 
were reported to have been at a level exceeded only 
on a single previous occasion. In fact, the average 
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inventory was almost double that of April. last year. 

Indications of growing competition among inde- 
pendents for the shrinking volume of business avail- 
able were seen in the consummation of negotiations 
for acquisition of assets of Willys-Overland by the 
Kaiser interests in a projected merger with Kaiser- 
Frazer. Intracacies of the federal tax regulations 
which permit carryforward of losses to future years 
as an Offset to profits help explain the affiliation of 
these two companies. The Kaiser organization pre- 
sumably would be able to achieve greater benefit 
from potential earnings of the Willys company by 
reason of its loss record. The consolidation, there- 
fore, could prove advantageous to both groups. 

In this connection, it is interesting to speculate 
over the possibility of other combinations. The up- 
surge of Packard Motor Car under leadership of a 
new management, for example, serves as a reminder 
that this company frequently has been mentioned— 
along with Nash-Kelvinator — as a likely candidate 
for a new grouping of independent manufacturers. 
Incidentally, the question of Packard’s possible as- 
sociation with another company was raised at the 
recent annual meeting of stockholders. On that occa- 
sion, the president, James J. Nance, was quoted as 
saying that no negotiations were in progress; but 
he added that ‘““We might be a more attractive bride 
now if someone should cast their eyes in our direc- 
tion—but we are not a suitor.” 


Costs and Volume 


In more ways than one, therefore, the industry is 
approaching a significant test that will have much 
to do with determining the year’s earnings. Even a 
moderately good record at the retail level in the 
current quarter would assure better-than-average 
showing, inasmuch as most companies experienced 


excellent results in the first three months of 1953. 
Materials became increasingly plentiful from month 
to month and costs improved as volume enlarged. 
Even in cases where work weeks were lengthened 
and overtime wages were paid, managements felt 
that margins generally were maintained though, of 
course, overtime increases production costs. If opera- 
tions prevailing in plants of major manufacturers 
in April can be maintained through June, apprehen- 
sion over the full year’s returns will be minimized. 

Although dealers complain of keen competition 
and have been compelled to concede increased allow- 
ances on trade-ins, manufacturers with few excep- 
tions have maintained list prices at levels prevailing 
before controls were relaxed. Some trade authorities 
had predicted a general slashing of quotations when 
Chrysler announced reductions averaging about $100 
on its line of passenger cars. None of the other major 
manufacturers took similar action, however, and 
their refusal to order a downward revision in prices 
suggested an absence of concern over 1953 sales 
prospects. 

In general, therefore, conditions are regarded as 
promising for retail demand comparing favorably 
with that of 1950. Earnings seem likely to run ahead 
of the 1952 results in most cases, especially if excess 
profits taxes expire on schedule at the end of next 
month. Raw materials costs generally are slightly 
lower in reflecting the absence of premiums on scarce 
supplies, while labor efficiency is better in large 
plants. Short comments on prospects for leading 
representatives of the industry may be found sup- 
plementing statistical information in the accom- 
panying tabulations. Brief discussions on the leading 
manufacturers will be included at the close of this 
article. Considering the apparent threat of over- 
production this year, many investment managers 
have expressed pessimistic views on prospects for 
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Comparative Earnings and Dividend Records 


of Leading Auto and Truck Manufacturers 














Earnings Per Share Dividends Per Share Recent Div. Price Range 
1952 1951 1950 1952 1951 1950 Price Yieldt 1952-53 
Chrysler ......... ARS $ 9.04 $ 8.27 $14.69 $ 6.00 $ 7.50 $ 9.75 78 7.6% 98 -68% 
Diamond T Motor Car .... ; 2.46 2.10 78 1.00 PY 1.00 13 7.6 1434-1212 
Federal Fawick Corp.* (d)1.16 46 (d)2.27 ; ; 7 734- 412 
General Motors 6.26 5.64 9.38 4.00 4.00 6.00 61 6.5 6934-50 
Hudson Motor Car 4.16 (d) .59 6.30 751 1.00 2.50 14 53 17%4-1212 
Kaiser-Frazer Corp. 2% n.a. (d)2.70 (d)2.91 4 7 -3% 
Mack Trucks ’ : .70 1.57 93 1.00 1.00 12 8.3 17%-12 
Nash-Kelvinator Mian. Ui , 2.90 3.74 6.64 2.00 2.00 2.85 22 9.0 2534-1734 
Packard Motor Car ; 39 38 35 5 .30 5 3.0 63%4- 5 
Reo Motors 6.03 4.47 3.95 1.82 1.00 20 9.1 25-1612 
Studebaker aa 6.06 5.36 9.56 3.00 3.00 3.35 35 8.5 4312-3134 
ne 1.62 2.07 .50 25 - 8 eS 12%%- 734 
White Motor Co. . 4.14 6.88 6.14 2.501 2.25 1.60 26 9.6 2958-25 
Willys-Overland Motors 2.01 1.46 .37 15 1558- 858 





(d)—Deficit. 
n.a.—Not available. 


+—Based on 1952 dividends. 
*—Formerly Federal Motor Truck. 


1_Plus stock. 
2—Paid in stock. 





Chrysler: Sales rise of perhaps 10% anticipated despite price cuts and 
earnings may increase 20% unless defense contracts are sharply reduced. 


Diamond T Motor Car: Heavy dependence on military orders obscures out- 
look, although improving demand for commercial vehicles should sustain 
earning power. 


Federal Fawick: Expansion and diversification plans look more promising 
for longer term as losses may be carried forward to minimize tax levies. 
General Motors: Keener competition should impose no serious obstacles 
for leader unless labor trouble develops. Ample coverage indicated for 
$4 rate. 

Hudson Motor Car: High costs involved in retooling for new models and in 
merchandising may imperil margins unless styles can help boost sales. 
Kaiser-Frazer Corp.: Prospects for developing demand for new models 
remain doubtful but tax benefits from Willys merger offer hope. 


Mack Trucks: Brighter outlook for recovery in sales and benefits of econo- 





OO — 


MAY 16, 1953 





mies in manufacturing offer some promise of gains in 1953. 
Nash-Kelvinator: Increase in auto sales and more satisfactory results in 
household appliances point to recovery in earnings above $2 dividend. 
Packard Motor Car: Reflecting aggressive promotional efforts of new man- 
agement and better styling, moderate gain in earnings foreseen. 

Reo Motors: Expansion in shipments on military orders and upturn in sales 
of lawn mowers provide favorable prospect for this year. 

Studebaker: Delay in new models likely to hamper showing early in year. 
Military truck shipments may drop. Lower earnings possible. 

Twin Coach Co.: Enlargement of military shipments expected to offset 
unsatisfactory results on civilian bus orders. Gain in net indicated. 
White Motor Co.: Economies gained on increased volume and prospective 
pickup in civilian sales expected to lift earnings slightly. 

Willys-Overland Motors: Projected transfer of manufacturing properties 
points to withdrawal from automotive business and gradual liquidation. 
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automotive stocks; but it is interesting to note that 
widespread pessimistic views frequently are not 
realized. Skepticism toward the automotive group 
may have been pretty well discounted. 

Persuasive reasons may be cited for the indus- 
try’s optimism over 1953 sales prospects. Passenger 
cars and trucks are becoming increasingly essential, 
especially as a means of transportation for gainfully 
employed persons and for the movement of merchan- 
dise in distribution channels. More and more factory 
workers depend on automobiles to reach their place 
of employment. Scrappage of used cars is accelerat- 
ing in reflecting sharply increased repair costs. Car 
owners have found repairs and replacements so 
costly that trade-ins for new or for better used cars 
are more readily negotiated. Motor trips are becom- 
ing increasingly common at vacation time. Highways 
have been improved and extended so much that 
motoring contributes importantly to the retail de- 
mand for cars. All indications point to a steady rise 
in the population of cars on the road. 


Production Figures 


To supply demand, production of motor cars and 
trucks may increase in the first six months this year 
to a record high of 4 million units, compared with 
about 3.7 million in the corresponding period of 1950 
and the previous high-water mark of 3.9 million in 
Jan.-June, 1951. Output of passenger cars in the 
March quarter slightly exceeded 1.5 million, while 
trucks numbered about 400,000 for a total approxi- 
mating 1.9 million. Preliminary estimates suggest 
that production for the April-June period may top 
2 million units—unless labor troubles interfere. Out- 
put in Ford plants was disrupted temporarily last 
month by unauthorized stoppages, but this company 
hoped to catch up in deliveries before the end of June. 
Two-shift operations were introduced in several of 
General Motors’ Chevrolet plants—in Tarrytown, Cin- 
cinnati, Baltimore and St. Louis. 

The more rapid obsolesence of passenger cars and 
trucks because of prohibitive repair bills seem likely 
to become increasingly important in coming years as 
a support for new car sales. Scrappage of motor cars 
since World War II has been unusually low because 
the average age of cars on the road was not high. The 
ratio of obsolesence to cars in use should tend to rise 
in coming years to a level of 8 to 10 per cent—which 
would mean an annual loss in scrappage of perhaps 
4 million cars and trucks, assuming that registra- 
tions may approximate 43 to 45 million. Hence, if the 
annual additions to cars in use numbered only about 
a million, production of new cars might total 5 mil- 
lion a year to supply normal requirements. 


Financing New Car Sales 


One of the unknown factors having a bearing on 
motor car sales that could retard volume this year 
is a letdown in industrial activity and a consequent 
slackening in national income. Apprehension already 
has been evidenced in banking quarters over the per- 
sistent rise in consumer credit to record heights. 
Although installment finance companies have shown 
no indication of anxiety over collections and have 
taken no steps to curtail financing of time purchases, 
economists have suggested that tightening of credit 
restrictions may be ordered as a precaution and that 
such a policy might seriously affect retail distribu- 








Comprehensive Statistics Comparing 








Figures are in millions, General 

except where otherwise stated Chrysler Motors 
CAPITALIZATION: 
Long Term Debt (Stated Value).......0 0.0... cesses 
Preferred Stock (Stated Value)..........—........ $285.5 
No. of Com. Shares Outstand. (000).. 8,702 87,236 
TOTAL CAPITALIZATION .................... $217.5 $726.5 
INCOME ACCT.: For Fiscal Yr. Ended... 12/31/52 12/31/52 
RR Ni ap.s vas s shi ooh cas esivccane sessbesaavnnanaes $2,600.9 $7,549.1 
DORPOCIRTOM oncscciseccssssssesassscsssévesseceoes $66.8 $138.1 
URC TIIOS onsisicccccccdscbceesseskeecassoosesse $169.0 $943.3 
een ENR ns, cscscsacescSohtsce:  avmysie 1. . Gy weueeess 
Balance for Common .......................... $78.6 $558.7 
Operating Margin ..........................6 9.1% 19.6% 
Net Profit Margin ............................ 3.0% 7.4% 
Percent Earned on Invested Capital... 14.3% 20.4% 
Earned Per Common Share? .............. $9.04 $6.26 
BALANCE SHEET: as of ...................... 12/31/52 12/31/52 
Cash and Marketable Securities........ $167.0 $311.7 
Smwentories; NO? ....5.:.0<.6é..00...c000.000085 $219.8 $1,296.6 
Receivables, Net .................000......0005. $151.2 $534.0 
te): a re re $582.4 $2,142.4 
Current Liabilities .....................c:c000 $366.3 $951.2 
Net Current Assets ...... ioe ad oy A Toes $216.1 $1,191.2 
Fixed Assets, Net ......000...00......cccccceeeeee $308.9 $1,262.8 
See een eee ae See $913.8 $4,001.2 
Cash Assets, Per Share........................ $19.20 $3.57 


CPN T RETAO 5 5s c secs osc ssc daccsenscckesscees 1.6 2.2 


Inventories as Percent of Sales.......... 8.4% 17.1% 
Inventories as Percent of Cur. Assets. 37.7% 60.5% 
ERR PNIMMED oo. d cota ecpsdssiedscsenicescecs $329.9 $2,002.5 





*—Data on dividend, current price of stock and yields on 
supplementary table on preceding page. 
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tion of passenger cars. 

Merchants and finance company authorities insist 
that a careful analysis of the situation fails to show 
signs of danger. Credit losses have been negligible, it 
is pointed out, and although collections have been 
slower in recent months, this situation was regarded 
as normal before the war. Arguments that the rise 
in consumer credit volume to a new all-time peak of 
about $24 billion signified a dangerous development 
fail to take into account other factors, it is pointed 
out. A larger percentage of the nation’s population 
now is able to own homes and automobiles; family 
units generally are more prosperous in that more 
members of the family are gainfully employed than 
in years past; and many families habitually buy 
motor cars or household appliances on time even 
though their savings are adequate to pay off install- 
ment obligations on short notice. 

Dangers in excessive totals for consumer credit 
may be overemphasized so long as annual savings 
approximate $20 billion or more and so long as sav- 
ings bonds are steadily maturing at the annual rate 
of $1 billion or more. Until employment, which ap- 
proximated 61 million earlier this year, begins to 
decline noticeably the threat of trouble in financing 
new car sales may be regarded as premature. Middle 
income families whose earning power has increased 
far above average in the last decade are the best 
customers of the installment credit companies and 
they are the owners of motor cars who regularly 
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the Position of Leading Auto & Truck Manufacturers 











Hudson Packard Willys- 
Motor Mack Nash- Motor Studebaker White Overland 
Car Trucks Kelvinator Car Corp. Motor Motors 
$1.0 $9.4 ae 2 Oe $7.5 $16.4 $.5 
-<Ees,  ee  e ya er $10.0 
1.999 1.494 4.341 14.491 2.359 776 2.795 
$25.1 $16.8 $41.7 $30.0 $9.8 $17.1 $13.3 
12/31/52 12/31/52 6/30/52 12/31/52 12/31/52 12/31/52 9/30/52 
$214.8 $170.5 $358.4 $233.7 $585.3 $148.5 $301.6 
$3.5 $2.1 $3.6 $4.2 $4.4 $1.6 $2.0 
$8.1 $.5 $13.7 $7.0 $14.8 $1.8 $12.4 
$.1 $2.0 $1.0 cane $.2 $.8 4 
$8.3 $1.0 $12.6 $5.6 $14.2 $3.4 $4.9 
7.6% 8.9% 7.1% 5.0% 5.0% 2.9% 6.4% 
3.8% 6.1% 3.5% 2.4% 2.4% 2.5% 1.7% 
10.8% 1.8% 10.2% 7.0% 12.6% 6.9% 8.2% 
$4.16 $.70 $2.90 $.39 $6.06 $4.44 $1.76 
12/31/52 12/31/52 6/30/52 12/31/52 12/31/52 12/31/52 2/28/53 
$28.0 $9.2 $52.3 $27.1 $52.3 $7./8 $23.9 
$25.0 $49.7 $67.3 $26.8 $63.8 $42.5 $39.1 
$9.4 $30.9 $24.3 $15.2 $11.7 $19.6 $21.3 
$69.2 $89.9 $144.4 $92.6 $128.1 $70.0 $89.1 
$25.4 $45.9 $75.5 $53.0 $74.3 $18.3 $64.1 
$43.8 $44.0 $68.9 $39.6 $53.8 $51.7 $25.0 
$30.7 $17.4 $59.1 $39.3 $65.4 $14.7 $37.0 
$102.6 $111.4 $219.1 $133.4 $194.6 $85.9 $130.0 
$14.00 $6.19 $12.05 $1.86 $22.25 $10.05 $8.20 
27 2.0 1.9 Lei V7 3.9 1.4 
11.6% 29.1% 18.8% 11.4% 10.9% 28.6% 13.0% 
36.1% 55.3% 46.6% 28.9% 49.8% 60.8% 44.0% 
$51.2 $48.6 $101.9 $50.3 $110.4 $48.7 $52.7 











turn in old cars on the purchase of new ones every 
two or three years. These groups are the mainstay 
of the automotive business. 

Prospects for the automotive business, like those 
for most consumer goods, depend in large measure 
on general business conditions, industrial activity— 
in short, disposable income. Over the years, Ameri- 
cans have been accustomed to spending about 3.5 
per cent of their income (after taxes and savings) 
for motor cars. Immediately after the war, funds set 
aside for automobiles represented a higher ratio of 
income, inasmuch as many persons had been saving 
money during the war for the express purpose of 
buying new cars as soon as production was resumed. 
Expenditures on automobiles spurted in 1950 also 
when a mild boom developed after the Korean inci- 
dent as a manifestation of “hoarding” in anticipation 
of wartime restrictions. 


Upgrading in New Cars 


Barring special economic influences, the motor in- 
dustry appears warranted in counting on obtaining 
close to 3 ver cent of disposable income. The over- 
buying in 1950 was followed by a letdown in demand 
for cars in 1951, while rising prices helped diminish 
consumer interest last vear at a time when scarcities 
of materials held down production. With disposable 
income showing indications of stabilizing around 
record high levels of last vear, a normal allocation 
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of personal income would suggest expenditures by 
the American public of about $7,500 millions, or 
slightly more than the amount devoted in 1951 to 
automotive products. 

Results for the active selling season now at hand 
seem likely to depend in large measure on efforts of 
dealers and distributors, who have become accus- 
tomed in the nast to waiting for customers to make 
known their wants. Old fashioned pre-war promo- 
tional drives, including door-bell ringing, have been 
forgotten. Better trade-in allowances must be offered 
to induce potential buvers to swap their useful cars 
for stylish new models. 

The automobile industry, through its extensive 
group of dealers, sells most new cars to individuals 
owning serviceable vehicles who can be persuaded 
to turn in their older models for brand new cars 
offering values in style, special features—such as 
automatic transmission—or dependability not pos- 
sessed by the used motors. When times are good, 
especially so far as working conditions are concerned, 
the upgrading in cars by the public is active and 
scrapping of old worn-out vehicles is accelerated. 


Decline in Defense Orders 
Two factors stemming from national defense ef- 
forts bid fair to have confusing effects on earnings 
of major auto concerns this year. In the first place, 
several companies have (Please turn to page 242) 
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Price-Earnings Ratios 


Representative industrial stocks 
are currently priced at roughly 10 
times 1952 earnings. If EPT ex- 
pires June 30, average earnings 
probably will be moderately 
higher this year than last. Allow- 
ing for that, a guess-estimate is 
that stocks are now priced at per- 
haps 9 times 1953 earnings. The 
ratio got as low as 5.7 at one time 
in 1950. On the other hand, it got 
as high as 18.3 in 1929; it was 
17.6 at the 1937 bull-market high; 
and 15.9 at the 1946 high. It 
ranged between 17.7 and 13.2 in 
as relatively sober a market year 
as prewar 1939. As with yield 
factors, something entirely new 
might possibly be ahead but it is a 
fact that no major bear market in 
the past has ever started with 
price-earnings ratios as conserva- 
tive as they are today and as they 
were, at a ratio of less than 11 
times 1952 earnings, at the early- 
January high of industrial stock 
prices. 


Psychology 

When majority opinion expects 
a significant change in the stock 
market or the direction of the 
business cycle, it is unlikely to 
happen when expected or is un- 
likely to be of the proportions ex- 
pected. “The coming slump” has 
been on the way—at least in the 
back of investors’ minds — ever 
since the 50-point fall in the in- 
dustrial average from the May, 
1946, high. That is why optimism 
and apprehension, as mirrored by 
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price-earnings ratios and stock 
yields, have fluctuated within 
fairly conservative limits; and 
why fear of slump has become ac- 
tive at repeated intervals. A busi- 
ness slump starting in the third 
or fourth quarter would surprise 
fewer people than did any past 
slump. It could surprise them, 
whenever it comes, by being less 
or more severe than expected. The 
former seems more likely, al- 
though the latter is possible. In 
the stock market there has been 
nothing of the “permanent pros- 
perity” psychosis of 1928-1929. 
The market is, of course, vulner- 
able to profit and dividend shrink- 
age, through any substantial de- 
gree of business recession, per- 
haps to the extent of an ultimate 
total decline of 20% to 30%, 


against 8% seen so far in terms 
of the Dow industrial average; 
but price-earnings ratios and 
yields are positive evidence that 










THE MAGAZINE OF 





the degree of over-valuation at 
the 1953 highs was a good deal 
smaller than at any past turning 
point in modern history. 


Bond Market 

The end of the long New Deal- 
Fair Deal bull market in bond 
prices came as far back as 1950, 
with top-grade seasoned corpo- 
rate issues on a 2.54% yield basis 
against a 1937-1939 prewar aver- 
age of 3.2%, when the Federal 
Reserve unpegged the Govern- 
ment bond market, by ceasing to 
buy Government bonds at par or 
better, as the first major move 
toward disinflation. The more re- 
cent further decline, reflecting the 
uptrend in interest rates, has 
stemmed from the Reserve keep- 
ing a fairly close rein on bank 
credit from continuing abnor- 
mally heavy credit demand and, 
more recently, from Treasury is- 
suance of a long-term bond at a 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 
Monarch Machine Tool ............................. Mar. 31 Quar. $ .90 $ .64 
Pennsylvanian R.Rz................eccccececcsssescceseoees Mar. 31 Quar. -46 +27 
Reynolds Metals Co..............0.000.0.000........... Mar. 31 Quar. 2.75 1.97 
i, 9 mos. Mar. 31 2.70 1.40 
REN EN, o.SssiSecsunsaegndncsverbaxeteoosanseevanace Mar. 31 Quar. 76 54 
Penn-Dixie Cement Corp. .......................... Mar. 31 Quar. -66 42 
Scoville Manufacturing ............................. Mar. 31 Quar. 1.02 75 
Semmonss.. 2.00: Cece 6 mos. Mar. 31 1.94 01 
Continental Baking ...........................ccceen Mar. 28 Quar. -96 -23 
Sheller Mfg. Corp. ................ccc:ccccsssssceeeseoes Mar. 31 Quar. -94 59 
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31, ¢¢ rate, designed as an addi- 
tional disinflation move. In conse- 
quence, the longest-term market- 
able Government bonds have had 
a total decline from a little above 
par in 1950 to 92 at this writing. 
Yields on seasoned top corporates 
have had a total rise of close to 
30% to almost a 3.3% basis, or 
slightly above the 1937-1939 yield 
average. Good-grade tax-exempt 
municipals are currently on an av- 
erage yield basis of close to 2.7% 
and, on a pure income basis, are 
the most attractive securities to 
investors in middle or upper tax 
brackets. Financial opinion is that 
much the larger part of the bond- 
market adjustment has already 
been seen. Whether present tight- 
money conditions continue for 
two months or four or six, they 
are necessarily temporary. Credit 
demand is bound to relax in no 
great time, for the chances are 
that industrial production reached 
its peak in March: and when it 
shrinks the Federal Reserve and 
the Treasury are bound to stop 
disinflating. But the conditions 
that will put the bond market 
higher, probably materially above 
present levels in the next year or 
two, are the conditions that will 
put the stock market lower. 


Faring Better 

Groups which have held up con- 
siderably better than average to 
date are: baking, bus lines, com- 
munications, construction, con- 
tainers, dairy products, food 
brands, food stores, rail equip- 
ment (long a do-little-either-way- 
group), drugs and toilet articles 
(which had a big come-down ear- 
lier than 1953), soft drinks, to- 
bacco and variety stores. Others 
have conformed roughly with the 
general average, including busi- 
ness machines, house furnishings, 
gold mining, mail order stocks, 


meat packing, paper, public utili- 
ties (the major group most di- 
rectly responsive to rising bond 
vields) realty, steel and iron 
(which made its major high as 
far back as early 1951), sugar 
(which had a major earlier defla- 
tion), and sulphur. 


Stocks 

Individual stocks which have 
held up well include Anderson- 
Prichard Oil, Hilton Hotels, Mc- 
Graw-Hill, Halliburton Oil Well 
Cementing, American Stores, 
Southern Railway, American To- 
bacco, Anchor-Hocking Glass, 
Xeynolds Tobacco, Borden, Arm- 
strong Cork, Corn Products, 
American Can, Pitney Bowes, 
Continental Baking, Warren Pet- 
roleum, National Tea, Melville 
Shoe and Sutherland Paper. A 
number of these have been com- 
mented on favorably here in ear- 
lier discussions. The only thing 
they have in common is a better 
than average earnings rating 
either as regards stability of 
earnings, exceptionally favorable 
current earnings or prospects for 
substantial and more than tran- 
sient benefit from EPT relief, or 
because of special developments: 
for instance, new oil discoveries 
by Anderson-Prichard, or the 
price boosts which have radically 
boosted earning power of cigar- 
ette companies. 


Values 

Good-value stocks ought to rise 
in due time, general-market con- 
ditions permitting; or, otherwise, 
continue to hold much better than 
the market. Combing the list, the 
writer cannot do better than re- 
peat some previous suggestions: 
Halliburton, Hilton Hotels, War- 
ren Petroleum and Reynolds To- 
bacco. If you want good yield, 
good investment quality and a de- 











American Bank Note Co. 

Barber Oil Corp. 

International Salt Co. cn. 
ACF-Brill Motors Co. 

Chicago & Sou. Air Lines 

U. S. Lines Co. 

Buffalo Forge Co. 

Macy (R. H.) & Co. . 

Seagrave Corp. 


Gleaner Harvester Corp..................... 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 
Mar. 31 Quar. $ .07 $ .7 
Mar. 31 Quar. -53 75 
Mar. 31 Quar. 1.27 1.54 
Mar. 31 Quar. -34 73 
Mar. 31 Quar. sae 41 
Mar. 31 Quar. -85 1.68 
Feb. 28 Quar. 1.30 1.44 
26 Weeks Jan. 31 2.24 3.36 
Mar. 31 Quar. -40 -57 
6 mos. Mar. 31 49 -81 


gree of market stability well 
above average, here are some 
additional suggestions: Melville 
Shoe, Liggett & Myers, American 
Telephone, Borden, American Chi- 
cle, American Gas & Electric, 
Household Finance, National! Bis- 
cuit, General Foods, First Na- 
tional Stores and Woolworth. 


Looking Ahead 

Oils have been in much reduced 
favor for some time. Refinery 
spreads have been narrowing 
moderately for many months, 
partly offset by higher gross rev- 
enues from gains in over-all con- 
sumption running around 3% to 
1“ annually at the present time, 
against over twice that rate of 
gain in recent prior years. There 
has been only a modest shrinkage 
in average earnings. The immedi- 
ate threat is a moderate over- 
supply of fuel oil, resulting from 
the relatively mild 1952-1953 win- 
ter. It has not yet significantly un- 
settled the general price struc- 
ture. Gasoline inventories are in 
line with demand. If price weak- 
ness does not develop in the next 
month or two, that threat will 
wane. Excepting for recurrent 
over-supply and price weakness, 
good oils have everything that 
could be desired in an equity in- 
vestment: Physical consumption 
is little affected in depressions; 
gradual growth of consumption is 
assured; finances are strong; divi- 
dends fairly liberal and generally 
well covered; and the tax position 
is sheltered. For these reasons, as 
business recession makes cyclical 
stocks less attractive, oils will in 
due time again appear relatively 
more attractive to investment 
eyes. It is late in the day to get 
bearish on them. Selected issues 
will be good choices to switch into 
either at prices not greatly under 
present levels, which is the pros- 
pect if price cutting does not de- 
velop before long; or at somewhat 
lower prices if the latter does 
some. Price and supply adjust- 
ments in this basically flexible in- 
dustry are always temporary, and 
have heretofore presented out- 
standing opportunity to buy oils 
to advantage. 


Defensive 

The chief lines of business in 
which defensive equity invest- 
ments are to be found are electric 
utilities, grocery chains, food- 
store chains, variety chains, shoes, 
packaged foods, insurance, small- 
loan companies, cigarette makers 
and snuff makers. 
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What's Ahead por Pe 


By E. 


The recent statement by the Department of Agriculture that 
the farm products “parity ratio” for April was the lowest since 
June, 1941, passed all but unnoticed in a business world 
concerned with the impon- 
derable of the Korean ne- 
gotiations and the effects of 
rising interest rates. While 
there is no such thing as a 
definite farm market any 
more and although farm in- 
come has become a shrink- 
ing percentage of total na- 
tional income during the 
postwar industrial boom, it 
nevertheless is important to 
note that the almost un- 
exampled farm prosperity of 
the past dozen years is 
waning. 

Prices of farm products, 
considered as a whole, now 
have been declining almost 
steadily for over two years. 
The peak was registered in 
early 1951, following the 
speculative spurt touched off 
by the Korean war. AIl- 
though it had been gener- 
ally supposed that federal 
7 price support programs for 

(941 agricultural products would 
prevent prices from declin- 
ing after they had dipped 
to the support levels, the 
fact of the matter is that 
the government programs 
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have failed to check de- 
clines and are showing signs 
of breaking down. 

While prices of farm pro- 
ducts have been declining 
under the weight of shrink- 
ing export demand and 
mounting supplies, creeping 
inflation in costs of opera- 
tion has steadily pared 
farmers’ net incomes. Some 
costs have declined over the 
past year but others have 
increased. The parity ratio, 
that is, the relationship 
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between the index of what farmers sell and the index of what 
they buy, stood at 93 in April as against 100 a year ago and 
an average of around 125 in early’ 1947. 

On a unit basis for farm products and for goods and 
services purchased, farmers are about 25 percent worse of 
than six years ago. Actually, since crops are running con- 
siderably larger, the shrinkage has not been so great as this. 
Present indications are that 1953 crops will again be com: 
paratively large. But, governmental restrictions on acreage: 
and marketings appear inevitable for 1954 in view of the 
large surpluses of farm products being piled up. Even i 
government price supports succeed in establishing a fair 
amount of stability in farm products prices from here on, 
smaller crops spell smaller farm income. 

A modest amount of deflationary pressure has resulted in 
cracking almost the entire system of federal supports wide 
open. Under the circumstances, it is not unreasonable to 
suppose that, if general business activity slips and lower 
prices materialize generally, the price support system will be 
under great pressure. Present prospects are for lower loan 
rates relative to “parity” after 1954, but necessity may dictate 
reduced rates before that in order to prevent the Government 
from being forced to take over almost entire high crops a! 
artificially high prices and hold them off the market. 

The present Administration has inherited a system of farm 
products price supports and crop controls that worked reason- 
ably well during the past twenty years of progressive inflation. 
Despite the squeeze between selling prices and buying costs 
the majority of farmers still are doing fairly well. But, the 
marginal producers, who were protected for many years, now 
are being hurt and the number of these is increasing as prices 
slide. 

As almost invariably happens during periods of inflation 
and high farm products prices, there has been a vast amour 
of speculation and inflation in farm lands over the past ten te 
fifteen years. At the end of World War II, the number o 
mortgaged farms was very low. But, enticed by high prices for 
their crops, many farmers forgot the experience of World 
War | and its aftermath, and mortgaged their farms in orde! 
to buy more land at inflated values. In most cases, the addi 
tional farm lands purchased also were mortgaged. 


Although almost all of the known panaceas for inducing 
managed farm prosperity have been tried and found wanting, 
and despite the fact that the present Administration favors ¢ 
return to a free economy, it is reasonably certain—if for no 
other than political reasons—that farm purchasing power wil 
not be permitted to collapse under the squeeze between de- 
clining selling prices and high operating costs. However, the 
indications are that the squeeze on farmer will continue for 
quite a while to come. 
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The Business Analyst 





MONEY & CREDIT—Markets for fixed-income securities have 
witnessed a continued trend to lower prices in the two weeks 
ending May 1. Government obligations were no exception 
and the new thirty-year 3%s broke par to close at 99-29/32. 
The bank-ineligible 2¥s of 1972-67 lost a point during the 
fortnight and at 92-3/16 on May 1 their yield to maturity 
equalled 3.03%. Corporate bonds also were weak and 
underwriting syndicates encountered heavy going for new 
issues. Thus $15 million of Florida Power & Light 37s of 1983, 
offered late in April at 102%, did not find many buyers at 
that level. When the underwriters withdrew their support the 
bond fell to 97 before bidders appeared in strength. A similar 
fate befell the flotation of $8.0 million of California Electric 
Power 37s, originally offered at 101.335, which sold down 
below 98 on the free market. 

Tax-exempt securities have also been feeling the bite of 
lower prices and the Bond Buyer’s index of yields on municipal 
bonds rose to a thirteen-year high of 2.68% on April 30. 
Estimates that almost $1 billion of this type of obligation will 
come to market in the next two months were not conducive to 
strong markets. Other symptoms of the prevailing money 
tightness were an increase in interest rates on prime business 
loans to 314%, the highest since 1934 and a twenty-year high 
cost of 2.352% on $1.5 billion of 91-day bills offered by the 
Treasury early in May. 

The causes of the widespread rise in yields this year are not 
far to seek. They stem from the big demand for funds gen- 
erated by such factors as heavy inventories, record business 
expenditures for capital expansion, new highs in consumer 
borrowing and the like. As a result, bond offerings in the 
first four months of 1953 were the largest for the period since 
1926 and bank loans have fallen less than seasonally. At the 
same time the Government has piled up a deficit of $9.3 
billion in the ten months to April 30, necessitating heavy 
Federal borrowing. On the supply side, the Federal Reserve, 
by following a restrictive credit policy has prevented the banks 
from expanding their lending and investment activity in line 
with increased demands for funds. Even while the Treasury 
was borrowing $1.1 billion last month on a long-term basis, 
the Federal Reserve failed to support the market in any way. 
The tight squeeze on banks is illustrated by the fact that for 
the week ending April 29 the member banks had excess 
reserves of only $32 million, down $765 million from a year 
earlier. In the face of this situation, supply and demand for 
money can be balanced only by higher interest rates which 
drive out the marginal borrower. Of course, if private demand 
for capital were to dwindle, the trend of yields would un- 
doubtedly be reversed. 
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TRADE—Retail sales continue to top 1952 results and for the 
week ending Wednesday, April 29, they were about 4% 
higher than the corresponding period of last year, according 
to estimates by Dun & Bradstreet. The Southern states made 
the best showing with a gain of close to 7%. Apparel stores 
achieved moderate improvement over last year, helped by 
Mother’s Day promotions and clearance of women’s Spring 
apparel. Consumer durable goods were in brisk demand with 
freezers, refrigerators, autos and auto parts all showing good 
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gains. However, sales of television sets declined from the 
levels of last year. 


OC. 


INDUSTRY—Industrial output in March rose for the seventh 
month in a row to a new post-war high. The Federal Reserve 
Board’s index of output reached 242% of the 1935-1939 
average up from 240 the month before and 10% above March 
1952. Manufacturing production was up 1% in March while 
mineral output declined somewhat. Among heavy industries, 
output of iron and steel, machinery and transportation equip- 
ment showed good gains. Production of major consumer 
durable goods, although unchanged from February was 43% 
higher than a year ago with auto output up 47% and produc- 
tion of refrigerators, washing machines, radios and television 
sets all showing wide improvement. In fact in some of these 
lines it appears that output is outracing consumer purchases. 
For the month of April, the Federal Reserve Board estimates 
that industrial production will be close to March results, in- 
dicating that output is stabilizing at current levels. 
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COMMODITIES—!n general, commodity prices have held in 
(Please turn to the following page) 
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Latest Previous Pre- 
Wk or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Mar 4.3 38. 3.7 1.55 |a narrow range this year. The Bureau 
Cumulative from mid-1940_ ______ | Mar 496.1 491.8 445.1 13.8 | of Labor Statistics all-inclusive a of 
a a rimary market prices closed on April 28 
FEDERAL GROSS DEBT—$b_ | Apr. 29 264.6 264.3 258.3 55.2 er an ok ta WET omens. 
MONEY SUPPLY—Sb where it was up 0.3% from the week 
Gomend Depestie~94 Conters_ Apr. 22 53.9 53.5 52.2 26.1 | before but unchanged from the level of 
piesesuastiatiinsnemanastnnionnen oe = naan 28.5 10.7 | the beginning of the year. However, this 
BANK CLEARINGS index is 5.6% below the all-time high 
New York City—$b Apr. 25 9.3 8.9 9.5 3.8 reached in February, 1951. In the latest 
111 Other Centers—$b Apr. 30 9.4 9.9 8.5 4.0 | week farm products rose 0.9% with higher 
PERSONAL INCOMES—$b (cd2) eh << mi Ge Me prices for livestock, eggs and some fresh 
eae Feb nee 197 on a fruits and vegetables accounting for most 
i a LEE Feb. 54 55 - pe of the advance. Processed foods were 
= ivi . % higher, reflecting substantial in- 
Interest and Dividends Feb. 22 21 21 10 0.7% igher, 9g a 
Transfer Payments. Feb. 13 14 12 3 creases for meat and fish prices. 
(INCOME FROM AGRICULTURE) Feb. 20 21 20 10 © 
P —m b . 
eraarionn file. HA H67T9E_ | cxsondnven for NEW. CONSTRUC 
“inp ce as ed i in TION amounted to $2.6 billion in April, up 
stitiiniedk ae os *4 “ae vi 8% from March and 5% ahead of April, 
Nine sinarene Mor Peay pred ay page 1952, according to a joint report of the 
sala Mar 57 54 60 80 Commerce and Labor Departments. Private 
ee building in April was valued at $1.8 billion, 
Sites Mar 55.7 55.6 53.7 43.2 - : 
tg: titted Ps 59.5 58.6 57.5 43.8 5% above March results, mainly because 
Weekly Hours er 416 413 416 4290 | of increased residential construction. Public 
aie theaes Bieilhdp te bias 2.48 2.42 2.39 1.82 | construction was a sizeable 14% higher 
— | in April due to increased public spending 
EMPLOYEES, Non-Farm—m (Ib) Feb. 47.2 47.2 45.9 37.5 | for industrial plant, including atomic 
Government Feb. 6.6 6.7 6.5 4.8 energy facilities and seasonal gains in 
Factory Feb. 13.5 13.4 12.8 11.7 | roadbuilding. The $185 million spent for 
Weekly Hours. Feb. 41.0 41.1 40.7 40.4 | highway building in April chiefly reflected 
Hourly Wage (cents) Feb. 174.2 174.0 = 164.4 77.3 | outlays by State and local governments. 
Weekly Wage ($) Feb. 71.42 71.51 = 66.91 21.33 | During the first four months of this year, 
PRICES—Wholesale (Ib2) Apr. 28 110.0 109.7 1123 66.9 _| NeW Construction with a total value of ens 
Retail (cd) Feb. 2078 209.0 2089 ©1162_‘| ‘han $9.6 billion was put in place—6% 
above the corresponding 1952 period. Pri- 
COST OF LIVING (Ib3) Mar. 11936 113.4 119% 65.9 | vate outlays were up 7% during the period 
Food Mar. W170 151127 64.9 | and amounted to $6.7 billion while public 
Clothing Mar. 104.7 1046 106.4 59.5 | expenditures were only 3% higher. 
nan Mar. 121.7. 121.5 «116.7 89.7 + 
RETAIL TRADE—$b** Manufacturers’ shipments of MACHINE 
Retall Store Sales (ed) Mar. 144 146 13.0 47 | TOOLS were at a post-war high in March 
ere amen rom 52 53 43 11 and the index of shipments compiled by the 
satellites Miiaate ae 92 93 87 3.6 | National Machine Tool Builders Association 
Digs Diane Caleb tabs mies 0.86 0.84 0.79 0.34 | rose to 376% of the 1945-1947 average 
Coniomnst Cred Cad the. (2h (tee 257 25.3 20.6 99 | from 354.5% in February and 299.5% in 
March, 1952. NEW ORDERS also spurted 
MANUFACTURERS’ in March of this year to 323.5% of the 
New Orders—$b (cd) Total **____ | Mar. 25.2 25.9 23.1 146 |base period from 282.1% the previous 
Durable Goods. Mar. 12.8 13.4 11.8 7.1. | month. The March level compares with a 
Aicadirablaoods Mar. 12.5 12.4 11.2 7.5 1952 low for new orders of 205.4 reached 
Shipments—$b (cd)—Total** Mar. 25.4 25.4 22.1 8.3 in November of last year. Production rose 
Durable Goods Mar. 13.0 13.0 10.6 4.1 | further to 402.6% of the 1945-1947 aver- 
Non-Durable Goods __———_| Mar. 12.4 12.3 11.5 4.2 | age. With production above incoming 
—— | orders it would have taken 8.6 months at 
SUSINESS INVENTORIES, End Mo.** current production rates to complete un- 
Total—$b (ed) Feb. 75.0 746 73.8 28.6 | filled orders on the books. This compares 
Manufacturers’ ime neat 43.8 43.2 16.4 | with a 9 month ratio in February and one 
Wholesalers’ Feb, 10.1 10.0 10.0 4.1 of 15.7 months in March, 1952. 
Retailers’ Feb. 21.0 20.8 20.6 8.1 ‘ * as 
Dept. Store Stocks (mrb) Feb. 2.4 2A = ut Based on the 2,663,000 enterprises 
BUSINESS ACTIVITY—1—pe Apr. 25 196.7 194.9 181.6 141.8 | covered by Dun & Bradstreet, the number 
(M. W. S.)—I—np Apr. 25 240.0 237.8 2162 1465 |of BUSINESS FAILURES rose 7% in 
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—— Latest Previous Pre- 
Wk.or Wk. or Year Pearl 
DOK Date Month Month Ago  Harbor* PRESENT POSITION AND OUTLOOK 
ae INDUSTRIAL PROD.—1 np (rb)** Mar. 242 240 221 174 March with 739 firms becoming casualties. 
reau Mining Mar. 160 163 164 133 The rate of failure, as reflected by Dun’s 
x of Durable Goods Mfr__________|_ Mar. 327 322 285 220 Index which is seasonally adjusted and 
il 28 Non-Durable Goods Mfr____—_—— | Mar. 200 198 188 151 expressed as an annual rate, stood at 30 
rage, CARLOADINGS—t—Total Apr. 25 780 752 779 833 per 10,000 firms. This was the highest 
week Mise. Freight Apr. 25 395 388 376 379 casualty rate for any March since 1950 
21 of é Apr. 25 70 70 72 156 However, the rate of failure is only half 
Mdse. L. C. L ee 
this Groin Apr. 25 42 43 40 43 'the pre-war 1940 rate. LIABILITIES of 
high ——__-—— ‘failing firms were at a six month high of 
atest ELEC. POWER Output (Kw.H.) m Apr. 25 8,016 = 8,113, 7,135 3,267 $31,082,000 in March. Mortality in manu- 
: turin etailing reached the highest 
gher SOFT COAL, Prod. (st) m Apr. 25 9.1 8.7 97 10.8 Mie den “ ie Pal cance - 
fresh Cumulative from Jon, 1__| Apr. 25 139.9 132.2 168.2 4460 | irene P Ga a ctiecammanh - 
most Stocks, End Mo Mor. 70.2 71.4 77.3 oe oe eae 
were | publishing industries. 
in- PETROLEUM—(bbls.) m * * * 
Crude Output, Daily__| Apr. 25 6.3 6.3 6.4 4.1 CORPORATE WORKING CAPITAL 
Gasoline Stocks Apr. 25 158 158 155 86 . . . 
continued to increase during 1952 and at 
Fuel Oil Stocks. Apr. 25 39 40 39 94 | ye 
’ Teka napm cs ~ i a the end of the year was estimated at $86.5 
UC- Heating Oil Stocks re million, up $4 billion in the twelve month 
|, up LUMBER, Prod.—(bd. ft.) m Apr. 25 266 265 247 632 period, according to a study by the Securi- 
\pril, Stocks, End Mo. (bd. ft.) b________| Feb. 8.2 8.2 8.1 79 |ties & Exchange Commission. The 1952 
iin rise reflected a $9.0 growth in current 
‘vate STEEL INGOT PROD. (st) m Mar. 10.2 8.9 9.4 94 liabilities. Last year’s rise in current assets 
lion, Cumulative from Jan, 1____| Mar. 29.0 18.8 27.2 747 was largely due to an expansion of ac- 
ause ENGINEERING CONSTRUCTION counts receivable whereas in 1951 inven- 
ublic AWARDS—$m (en) Apr. 30 373 288 288 94 tory growth was the feature. Corporate 
gher Ceitieiiia ties tee, 9 Apr. 30 5,583 5,210 4.497 5,692 liquidity has remained at approximately 
ding = the same levels as a year earlier with 
omic MISCELLANEOUS holdings of cash and government securities 
s in Paperboard, New Orders (st)t Apr. 25 184 224 183 165 equalling 54% of current liabilities at the 
- for Cigarettes, Domestic Sales—b___ | Mar. 35 32 30 17 end of 1952 as against 55% on December 
cted Do., Cigars—m Mar. 502 453 478 543 31, 1951. This ratio is still above the 45% 
ents. Do., Manufactured Tobacco (Ibs.)m_ | Mar. 17 16 17 28 one prevailing in the pre-war period. 
fear, b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly adjusted monthly totals at annual rate, before taxes. 
nore cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
6% (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureav (1947-9—100). Ib3—Labor Bureau (1947-49—100). It—Long tons. m—Millions. mpt—At mills, 
Pri- publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
. iod pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. 1—Thousands. 
‘bi *—1941; November, or week ended December 6. **—Seasonally adjusted. 
ublic 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
No. of 1953 R 1953 1953 1953 1953 
INE 10s — pi wis hon 2d Ma | (Now 14, 1986, Cl—100) High low  Apr.24 May} 
h issues ( .—100) ig ow pr. Y 100 HIGH PRICED STOCKS ...... 133.5 123.2 123.2 125.8 
oa. 300 COMBINED AVERAGE.......... 215.5 198.8 198.8 202.4 100 LOW PRICED STOCKS 260.6 240.7 240.7 244.6 
¢ the Be gi nee | Sogn —_--—— 
tion 4 Agricultural Implements.......... 263.3 232.6 232.6 235.2 4 Investment Trusts .................... 112.7 100.8 100.8 101.9 
10 Aircraft ('27 Cl.—100)............ 415.6 344.5 344.5 355.2 3 Liquor ‘27 Cl.—100)........... 967.8 875.6 875.6 884.8 
— 7 Alr Lines (‘34 Cl.—100).......... 693.9 609.6 609.6 635.5 11 Machinery 2.00.0... . 240.6 217.6 217.6 226.8 
f in F WMGRUROTE 5.5 coscnscvsocesssacseces 95.5 85.1 86.8 86.8 a To” 128.6 119.0 119.0 119.0 
irted 10 Automobile Accessories ........ 289.4 258.1 258.1 263.3 3 Meat Packing ............0cc.: 101.7 92.8 92.8 94.6 
the 10 Automobiles ...............cecceceee 49.4 45.1 44.7 46.5 10 Metals, Miscellaneous ............ 284.5 242.7 242.7 245.3 
‘ 3 Baking ('26 Cl.—100)............ 28.0 23.8 y J iB 27.8 MINNIE since afadunts daira xecacciseasdsoccs 474.8 434.8 434.8 439.3 
— 3 Business Machines .................. 377.4 248.1 348.1 348.1 | 24 Petroleum onecccccccccccsssesnnne 463.4 413.2 413.2 431.6 
th a 2 Bus Lines (’26 Cl.—100).......... 182.1 170.2 177.0 177.0 22 Public Utilities 194.4 181.3 181.3 183.2 
shed G CiORONe sasicnesnescnssnsccesssecene 396.9 361.5 361.5 365.4 9 Radio & TV (‘27 Cl.—100)..... 36.9 32.2 32.2 33.2 
rose 3 Coal Mining ......... 15.4 11.6 11.6 12.2 8 Railroad Equipment ............. 64.1 59.3 59.3 60.5 
4 Communications ... 69.3 63.0 64.9 69.3A | 20 Railroads ...........c.ccccccccescecseees 53.2 47.0 47.0 48.5 
song 9 Construction ......... 72.3 68.2 68.2 68.2 i. “= 51.5 47.6 48.1 48.6 
ning 7 Containers ............ 519.4 485.7 490.5 495.3 3 Shipbuilding 269.9 228.7 242.4 249.3 
s at 9 Copper & Brass ................04 175.4 148.8 148.8 VSt.9 3 Soft Drinks 407.5 342.4 397.2 400.6 
un- 2 Dairy Products ...............:.00 97.7 92.3 95.0 95.9 U1 tS ears beheeiere 151.4 139.9 139.9 144.2 
5 5 Department Stores ................ 63.2 59.6 59.6 60.8 3 Sugar 59.8 53.8 56.2 53.8Z 
ned 5 Drugs & Toilet Artidles............ 235.2 219.5 228.5 2307 2 Sulphur 625.9 5433 5787 590.5 
one 2 Finance Companies ................ 410.0 362.1 362.1 374.3 5 Textiles . 162.2 124.6 1246 129.6 
7 Food Brands ........... siaielidibaiaiietiay 200.4 192.7 194.6 196.6 3 Tires & Rubber ..................... 89.7 78.8 79.6 80.4 
= teak Meee 120.1 113.0 115.3 1177 5 Tobacco ..eeeeccsso0- unc. Ve oan 97.1 98.9 
" 3 Furnishings 79.2 73.9 73.9 74.6 2 Variety Stores ........................ 319.5 304.1 310.3 307.2 
tee 4 Gold Mining 760.0 692.3 707.2 __720.4 16 Unclassified (49 Cl.—100)...... 125.7 1149 114.9 (116.1 
ibe 
“ Z—New Low for 1953. R—Revised. 
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Trend of Commodities 





Commodity futures held in a comparatively narrow range 
in the two weeks ending May 4 with some price improvement 
setting in as the period drew to a close. The Dow-Jones index 
of commodity futures gained 0.47 points during the fortnight 
to close at 164.41 on May 4. New crop wheat futures were 
weak with the September option reaching a new low of 222% 
before a recovery set in which brought it up to 224 on May 4. 
At this level it was still off 1/2 cents from the April 20 close. 
Stocks of wheat in all positions on April 1 amounted to 840 
million bushels, a sizeable increase from the 518 million 
bushels of a year earlier. The government now presumably 
owns most of the 456 million bushels of 1952 wheat that had 
been placed under loan as May 1 was the final date for 
redemptions and with market prices more than 30 cents under 
the loan level there was no inducement for growers to 


repossess their grain. This means that the CCC will own most 
of the surplus wheat which will be on hand on June 30, the 
end of the crop year. Corn held pretty steady during the 
period under review with the September future closing at 160 
on May 4 where it was down 1 cent from the price on April 20. 
The carryover of corn at the end of this season is forecast at 
about 700 million bushels and it is estimated that some 500 
million bushels of the 1952 crop will be under government 
loans. In addition the CCC owns 250 million bushels of corn 
produced prior to 1952. However with much of these holdings 
in danger of spoilage it is assumed that the CCC will sell some 
of its corn. Failure to do so would mean a tight supply situation 
unless the price ran up enough to induce growers to withdraw 
corn from the loan and sell it on the open market. At present 
the loan equivalent at Chicago is equal to approximately $1.75. 
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U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3Mos. 1Yr. Dec. 6 














May4 Ago Ago Ago 1941 
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Expandex, a plasma volume expander, a product of 
COMMERCIAL SOLVENTS CORP., which the Armed 
Forces have been using for some time, is now being 
supplied to hospitals throughout the country for 
civilian use. Until recently, the entire output of the 
Expandex plant was taken by the military, but now 
with annual production capacity at 1.5 million units 
an ample initial supply is assured for civilian use. 
Expandex replaces plasma as a shock combatant, but 
it is not a replacement for blood. It is used to prevent 
and treat shock due to hemorrhage, surgery, injuries 
and burns. It eliminates the danger of infection with 
the virus of hepatitis that frequently contaminates 
plasma and, to a lesser extent, whole blood. Unlike 
plasma, Expandex does not deteriorate in storage. If 
not more than 35 per cent of the body’s blood has 
been lost, Expandex generally suffices as the sole 
replacement fluid. 


A horizontal drum handling attachment, completely 
interchangeable among their entire line of fork 
trucks is now being manufactured by CLARK 
EQUIPMENT CO. The attachment is semi-automatic, 
quickly and easily adjusting itself to a variety of 
drum sizes for horizontal lifting and tiering. Drums 
can be handled either empty or full, singly or in 
pairs. Semi-automatic adjustment to various size 
drums is accomplished by rear finger-levers which 
are designed to slide along the lower edges of the 
handler arms. They operate individually and are 
spring-actuated for automatic retraction against 
drum rims when the load is lifted. 


The Crosley Division of AVCO MANUFACTURING 
CORP., with the introduction of its home laundry 
equipment now manufactures 355 separate items of 
kitchen equipment, appliances, television and radios. 
Among these products are refrigerators, ranges, 
sinks, dishwashers, waste disposers, freezers, steel 
cabinets, air conditioners. The new line of home laun- 
dry equipment is headed by the “Customatic” CWF, 
a fully-automatic roto-tumble-action washer, having 
a capacity of nine pounds of clothes and capable of 
soaking, washing, rising and damp-drying, and then 
shutting-off, all cycles being fully automatic. The unit 
features the Crosley automatic heatkeeper which 
maintains the temperature of the water in the tub 
during the washing cycle. Other models are also pro- 
duced. A companion unit, available in either gas or 
electric models, is the Crosley dryer that will take up 
to 18 pounds of wet clothes. 


In order better to serve the growing demand for 
brass and copper products created by industrial ex- 
pansion in the Louisville, Ky., area, BRIDGEPORT 
BRASS CO., will open a new warehouse in that city 
within another week or two. The new facilities housed 
in a modern building, include the latest mechan- 
ical devices for quick and efficient handling of 
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metal, and will carry stocks of brass, bronze and 
copper in strip, rod, wire and tube for prompt de- 
livery in the Louisville area and also throughout the 
Ohio River Valley. 


TV Station WHYN at Holyoke, Mass., began com- 
mercial broadcasts on April 14 upon being connected 
to the Bell Telephone System’s nationwide network 
facilities, according to an announcement by the Long 
Lines Department of AMERICAN TELEPHONE & 
TELEGRAPH CO. Network programs are made 
available to Holyoke over a newly constructed micro- 
wave link, which is connected to the New York- 
Boston radio-relay system. 


Delivery this Fall of 164 more diesel-electric loco- 
motive units recently ordered by the NEW YORK 
CENTRAL RAILROAD System at a cost of $27.5 mil- 
lion, will symbolize the end of an epoch. It will mean 
the elimination of the last steam locomotive on Cen- 
tral’s 2,800 miles of roadway within New York state 
and full dieselization, except for several steam loco- 
motives on the Beech Creek branch, of all of the Sys- 
tem’s service east of Cleveland, and passenger service 
east of Detroit. When the new units are in use, Cen- 
tral will have 2,113 diesel units totaling 2,758,900-hp. 
This will amount to approximately 60 per cent of the 
horsepower necessary for complete dieselization of 
the System. 


A new Atomic Energy Commission laboratory at 
Winchester, Mass., operated by AMERICAN CYAN- 
AMID CO., under contract to the Raw Materials 
Division of the AEC, has for its primary objective, 
the development and improvement of processes for 
the recovery of uranium from its ores. The new 
laboratory is equipped for studying all phases of 
mineral dressing. One of its functions will be to 
undertake the vitally important task of developing 
methods for effective and economical recovery of 
uranium from low-grade ores and other low-grade 
uranium bearing minerals. The contract was 
awarded to American Cyanamid in 1950, principally 
because of the company’s wide experience in the 
mineral dressing field. 


Amid the tooting of whistles and cheering of spec- 
tators ARMCO STEEL CORP., early last month, put 
its new $40 million blast furnace and coke plant into 
operation. This “Middletown Furnace,” as it has 
been christened, is one of the largest and most mod- 
ern in the world, capable of producing about 1,300 
tons of pig iron a day, or close to a ton a minute. In 
dedicating the furnace and coke plant, Armce an- 
nounced that an additional $5 million would be spent 
in the coming months for smaller additions to the 
Middletown plant, principally by adding new anneal- 
ing capacity, enlarging buildings, rebuilding soaking 
pits, and other improvements. 
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What First Quarter Earnings 
Reveal 
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the period in the company’s his- 
tory and compared with $21.8 
million in the March quarter of 

1952. Earnings for the quarter 
amounted to 66 cents a share com- 
pared with 68 cents a share the 
year previous. Were it not for the 
increase in taxes, earnings would 
have been the largest in the com- 
pany’s history. Taxes were $3.2 
million against approximately 
$2.4 million. For the full year 
1952 earnings were $2.84 a share, 
compared with $3.12 a share in 
1951. Excess profits tax for 1952 
amounted to $2,090,000 or about 
75 cents a share on the common 
stock. Expiration of EPT on June 
30 would increase 1953 earnings 
by about 40 cents a share based 
on the 1952 showing. 

Research activities of the com- 
pany are pronounced and are ac- 
countable, to a large degree, for 
its success in recent years. With 
building activities expected to 
hold up well at least during the 
next few months, the outlook is 
that earnings for the year will 
probably exceed those of 1952. 

_ U.S. Gypsum Co. With residen- 
tial starts at a high level in 1952 
—totalling 1,130,000 for nonfarm 
housing—and increasing substan- 
tially in the fourth quarter of 
1952, first quarter 1953 opera- 
tions were probably quite satis- 
factory and it is anticipated that 
good results will be obtained dur- 
ing the first half as well. The 
chairman of the Board, however, 
indicated his belief that a declin- 
ing trend might materialize in the 
second half of the year. 

In 1952, the company main- 
tained a high net operating profit 
of 10.2%, among the highest in 
the industry. On a net earnings 
basis, this was equivalent to 
$11.55 a share in 1952 compared 
with $12.05 a share the year pre- 
vious. Based on the chairman’s 
expectation of a decline in busi- 
ness at the end of the year, it 
would seem that total 1953 sales 
will be lower than in 1952. In that 
year, they were 1.7% lower than 
in 1950. Sales were almost $185 
million last year. 

Additions to plant and improve- 
ment of equipment were $8 mil- 
lion in 1952, approximately the 
same as in 1951 and $11.4 million 


240 


in 1950. Working capital amounts 
to about $75 million, compared to 
about $70 million in 1951, il- 
lustrating the characteristically 
strong financial position of the 
company. Since the end of World 
War II, working capital has in- 
creased from $24 million. Plant 
and equipment values, less re- 
serves, were $85 million in 1952 
against $39.5 million in 1946. All 
of the increases referred to were 
made possible solely through use 
of retained earnings, no new fi- 
nancing having been necessary. 





Steel Industry — Can It 
Hold Record High Levels 
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to this predicament, and their 
scientists can be expected to con- 
tinue to come through. Steel prices 
have been too low over the past 
decade, and returns have not en- 
abled the industry to build re- 
serves against any extended 
periods of depressed operations. 
The industry has learned its les- 
son, and under a free economy 
will charge prices more in keep- 
ing with the risks of its business. 


Some Newer Fields for Steel 


Over the long term, steel opera- 
tions will be bolstered by the 
dynamics of American industry. 
Television is still in its infancy. 
The use of atomic energy in in- 
dustry is yet to be realized. Pre- 
fabricated housing is predicted by 
some industrialists as one of the 
greatest industries of the future 
if labor opposition and local re- 
strictions can be evercome. Low- 
cost air-conditioning units, food- 
freezers, garbage-disposal units, 
clock radios, vending machines, 
and other items requiring steel 
have yet to hit their peak poten- 
tials. 

In addition, the Eisenhower ad- 
ministration is studying means 
for coping with any softening of 
our economy. Such plans are like- 
ly to have more substance than 
some of the leaf-raking projects 
of the Great Depression. The need 
for a huge road-building program 
is well recognized, but is unlikely 
to get moving unless substantially 
backed by the Federal govern- 
ment. Hospitals and schools are 
still inadequate, and _ potential 
public works projects such as 
greater flood control and the St. 
Lawrence Waterway are plans 
that will be re-examined when we 


can put the resources into them 
that they will require. 

On the international front, the 
outlook for the steel export mar- 
ket is a good one, even if Russia 
should plump for peace. Exports 
have been under control and limi- 
tation due to present world con- 
ditions, but underlying this re- 
stricted rate of shipment abroad 
lies the fact that the rising indus- 
trialization of many sections of 
the world and the rebuilding of 
war-ravaged nations will provide 
a steady backlog of business for 
American steel makers in the 
future. 

Against this backdrop, and the 
record savings held by our grow- 
ing population, our steel facilities 
are not as excessive as some peo- 
ple seem to think they are. 

In the following, we present an 
analysis of the position of the 
three largest producers: 

United States Steel Corp. That 
Steel’s 1952 production, sales and 
earnings, would fall below that of 
the preceding year was a foregone 
conclusion considering that the 
company, along with others in the 
industry, had to contend with two 
general strikes, one of which was 
prolonged over a 54-day period, 
and a strike threat that also had 
the effect of disrupting ingot pro- 
duction. Reflecting these condi- 
tions, total 1952 ingot output was 
down by close to 5 million tons 
from the 1951 level while ship- 
ments of steel products totaled 
only 21.1 million net tons, off 
about 3.5 million tons from the 
1951 total. 

Translating operations into dol- 
lars, products and services sold 
last year fell to $3,137 million 
from $3,524 million in 1951, with 
a corresponding shrinkage in net 
income of a little more than $51 
million from the 1951 total, 1952 
net amounting to $143.6 million, 
equal, after preferred dividends, 
to $4.54 a share for the common 
stock. This in contrast to $6.10 a 
share earned. in the previous year. 
Although fourth quarter opera- 
tions are embodied in the yearly 
statement, it is worthy of note 
that in the final three months of 
1952 Steel operated production 
facilities at 107.9 per cent of 
capacity, the highest quarterly op- 
erating rate ever attained. 

Production of ingots and cast- 
ings in the first 1953 quarter was 
only slightly less than the record 
tonnage of the fourth 1952 
quarter. Net per share of common 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Continental Motors Corp. 

“Please report earnings for 1952 of 
Continental Motors Corp. and sales vol- 
ume for the year and also unfilled or- 
ders at the close of the 1952 fiscal year 
and prospects over coming months.” 

T. M., Lansing, Michigan 

Sales of Continental Motors 
Corp. for the 1952 fiscal year 
which ended October 31st, totalled 
$264,219,009 compared with 
$166,677,855 for 1951. 

Net earnings after provision of 
$14,900,000 for income and ex- 
cess profit taxes, amounted to 
$6,126,021, or $1.85 per share of 
common stock. This compared 
with $4,469,063, or $1.35 per share 
in the previous year. 

The gains in sales and earnings 
last year reflected a substantial 
increase in commercial output 
and in the company’s military 
production. The outlook for 1953 
is that sales of military engines 
should follow the pattern set for 
the nation’s defense program by 
the new Administration, while the 
broad diversification of commer- 
cial engines in the Continental, 
Wisconsin Motor and Gray Marine 
lines will enable the corporation 
to obtain its full share of the 
available engine business. 

New engines were introduced 
during 1952 for agricultural, irri- 
gation, aviation, industrial, trans- 
portation, marine and military 
use. Important progress has been 
made in the development of a line 
of small gas turbines for military 
and commercial use. 

Current assets on October 31, 
1952 totalled $106,074,697 against 
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current liabilities of $76,692,367, 
leaving net working capital of 
$29,382,330. This compared with 
current assets of $77,194,737, cur- 
rent liabilities of $51,185,864 and 
working capital of $26,008,873 a 
year ago before. 

Capital expenditures by Conti- 
nental Motors and its consolidated 
subsidiaries Wisconsin Motor Cor- 
poration and Gray Marine Motor 
Company amounted to $4,222,451 
in the 1952 fiscal year, with 
$1,900,222 used for improvements 
to plants and equipment and $2,- 
321,829 for tooling. 

Stockholders’ equity in the busi- 
ness stood at $38,870,750 at the 
close of the year, equivalent to 
$11.78 per share of common stock, 
and this compared with $10.52 
per share a year ago. 

Four quarterly dividends of 15 
cents per share were paid during 
the 1952 fiscal year. Two quarter- 
ly payments of 20 cents each have 
been declared to date in the cur- 
rent fiscal year, the latest one 
being payable March 27th, 1953. 

Unfilled orders at the close of 
the 1952 fiscal year were sub- 
stantially greater than a year ago. 


American Can Company 


“T have been a subscriber to your 
magazine for a good number of years 
and have found your recommendations 
sound. I would appreciate receiving some 
information as to American Can Com- 
pany’s earnings in the past year, divi- 
dends, working capital position and 
prospects over coming months.” 


F. M., Providence, R. I. 
American Can Company’s sales 


and rentals rose 9% to a new 
high in 1952, earnings after taxes 
dropped 9%, working capital in- 
creased substantially and notable 
progress was made in expanding 
container-making facilities to 
meet the constantly increasing de- 
mands for its products. 

Net sales and rentals of $621,- 
697,691 in 1952 compared with 
$570,068,813 in 1951. Net income 
per share of common in 1952 was 
$2.25 after dividends on preferred 
stock. The 1951 earnings were the 
equivalent of $2.50 per share of 
common on a basis of the 10,885,- 
591 shares outstanding now. 

Net income for 1952, after 
United States and Canadian taxes 
on income, was $27,380,494, com- 
pared to $30,136,771 in 1951. 
$50,097,381 was added to the com- 
pany’s working capital during 
1952 by the sale of 989,599 shares 
of common stock and $25,000,000 
of the company’s 314% deben- 
tures, 

Another record year of sales in 
1953 is forecast and the profit 
picture should reflect an improved 
ratio of earnings to sales. 

The added capital employed in 
the company increased the excess 
profits tax base by $6,000,000, 
bringing the 1952 base to $51,200,- 
000 and resulting in a carry-back 
claim for $935,000 of 1951 excess 
profit tax. 

The company’s net current as- 
sets at the end of the year were 
$133,001,821, compared with $93,- 
005,990 on December 31st, 1951. 

The 53-day strike in the steel 
mills stopped normal receipts of 
the company’s principal raw ma- 
terials at the height of the pack- 
ing season and this adversely af- 
fected operations. 

A large new can-making plant 
was formerly opened at Stockton, 
Calif. in July and fibre milk con- 
tainer installations at Portland, 
Oreg. and Tampa, Fla. made their 
first deliveries during the year. 
Two new can-making plants are 
scheduled for completion at Le- 
moyne, Penna. and Plymouth, Fla. 

(Please turn to page 248) 
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stock in the first three months of 
this year equaled $1.65 a share as 
compared with $1.43 in the corre- 
sponding period of 1952. U. S. 
Steel looks forward to demand 
necessitating production at better 
than 100% of rated capacity 
through the third quarter. During 
1952, it spent $469 million for re- 
placement and expansion. It has 
$506 million remaining to be ex- 
pended on projects planned or 
under way, including major pro- 
duction units and the development 
of new sources of ore and other 
raw materials. 

Bethlehem Stee’ Corp. So far 
as ingots and castings production 
and sales are concerned, Bethle- 
hem’s experience in 1952 varied 
little from that of its contempor- 
aries. The mid-year steel strike 
shut the company’s plants from 
June 2, through July 26, and al- 
though output was stepped up 
during the late months of the 
year, 1952 production of ingots 
and castings amounted to 84 per 
cent of rated capacity, a substan- 
tial decline from 102.5 per cent 
established in 1951. 

Measured in net tons, the pro- 
duction loss was 2.3 million tons 
when compared with 1951 output 
of 16.4 million tons. In terms of 
dollars, net revenues of $1.701 
million were $98 million under the 
1951 total. Consequently, net in- 
come was held to $90.9 million, 
equal to 5.3 per cent of total rev- 
enue, and equivalent to $8.80 a 
share of common stock. Net in- 
come for the previous year of 
$106.5 million was at the rate of 
5.9 per cent of total revenues and 
amounted to $10.43 a share. 


First 1953 quarter results show 
a sharp increase in net earnings 
which were equivalent to $3.06 a 
share, compared with $1.80 a 
share in the first three months of 
last year. Bethlehem, the second 
largest steel producers has bul- 
warked its position by improve- 
ments and acquisitions. In the last 
six years it has increased rated 
annual ingots and castings capac- 
ity by 3314 per cent. Total ex- 
penditure for this purpose made 
or authorized within the last three 
years are approximately $469 mil- 
lion. Since the close of World War 
II, it has more than doubled the 
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net value of its property, plant 
and equipment which has in- 
creased from $335.0 million as at 
the end of 1945, to $701.1 million 
at the close of 1952. Its expansion 
program still has about three 
years to run, but construction ex- 
penses in the interim are not like- 
ly to be as heavy as those of the 
last four years, during which time 
the company paid in common divi- 
dends a total of $14.50 a share 
out of total earnings of $41.06 a 
share. The company closed 1952 
with $915 million of unfilled or- 
ders on its books. The outlook is 
for capacity operations through 
the third quarter of 1953, at least. 


Republic Steel Corp. The series 
of labor disturbances in 1952, 
marked by the prolonged mid- 
summer walkout of steel workers, 
held Republic’s steel ingot produc- 
tion to 82.8 per cent of capacity, 
or just under 8 million tons as 
compared with the 1951 record 
high of 9.8 million tons. As a re- 
sult of curtailed output and dis- 
ruption of operations, the com- 
pany suffered a decrease of $135.2 
million in sales and overating 
revenue, the 1952 total being $925 
million in contrast to $1,060 mil- 
lion in the previous year. Net in- 
come for the last year of $44.2 
million was the equivalent of 4.8 
per cent to sales, as compared with 
$54.9 million, or 5.2 per cent to 
sales in 1951. For the common 
stock these earnings were equal to 
$7.21 a share in 1952 and $9.03 
in 1951. 

Although 1952 operations were 
marred by the general industry 
strikes, Republic’s long range pro- 
gram of expansion and moderniz- 
ation was completed during the 
year with expenditures of close to 
$95 million. In the last four years, 
coke oven capacity has been in- 
creased by 1.3 million tons; blast 
furnace capaeity to 7.2 million 
tons from 5.6 million; blast fur- 
nace capacity to 7.2 million from 
6.4 million tons, and steelmaking 
capacity from 8.6 million to a lit- 
tle more than 10.2 million tons. 
With these increases in produc- 
tive capacity as well as expansion 
and improvements, Republic be- 
lieves it to be in the best position 
in its history to meet any in- 
creased competition that may de- 
velop. It has also advanced its 
activity, after several years’ re- 
search and development; by its 
entry into the commercial produc- 
tion of titanium and titanium al- 
loys in ingot, plate, sheet and strip 
and bar forms. 
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Steel production in the 1953 
first quarter established a record 
for any three months’ period. Net 
per common share of $2.26 com- 
pares with $1.92 earned in the 
first quarter of last year. As an 
expression of confidence in the 
immediate future Republic _in- 
creased its initial 1953 quarterly 
payment from 75 cents to $1.00 a 
share. At the annual stockholders’ 
meeting on May 13, approval was 
voted to increase the authorized 
common stock from 10 million to 
20 million shares although man- 
agement, it is stated, has no 
present intention of issuing any 
additional shares. 





Is Automobile Industry 
Facing Major Test? 
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constructed new plants in which 
to produce tanks, jet engines or 
other items for the military forces. 
Accelerated amortization of new 
plant costs could reduce reported 
earnings in some instances even 
though cash receipts might be en- 
larged. On the other hand, if ex- 
cess profits taxes expire on sched- 
ule June 30, those companies 
which have been accruing taxes 
at 65 to 70 per cent stand to bene- 
fit from the prospective reduction 
in levies. 

If as a result of international 
negotiations, armament contracts 
should be trimmed or transferred 
from motor car manufacturers to 
companies directly engaged in mil- 
itary output, in accordance with 
the Defense Department’s plan 
for concentrating production in 
larger plants, volume of business 
of some auto manufacturers might 
be sharply reduced. Plant capacity 
could become excessive. Substan- 
tial contracts held by Ford and 
Packard, for example, have been 
withdrav™., Indications point to a 
shrinkage in output of military 
supplies by the automotive indus- 
SEY. 

Sales results for 1953 and earn- 
ings of representative companies 
seem likely to be influenced con- 
siderably by psychological reper- 
cusions of truce talks as well as by 
developments which may affect re- 
tail sales and profit margins. Ob- 
servations on the outlook for the 
two principal public owned com- 
panies are presented below, while 
brief comments on independent 
passenger car makers and truck 
manufacturers may be found in 


(Please turn to page 244) 
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Standard Oil Company (New Jersey) reports on... 


A big job...well in hand 


(Highlights from the Annual Report for 1952) 


People needed more oil in 1952 than ever 
before, but once again ample supplies were 
available to meet the demand. An important 
part of this big job was done by companies in 
which Standard Oil Company (New Jersey) 
has investments. These companies expanded 
their facilities to provide people of many na- 
tions with oil to heat and light their homes, 
fuel their ships and planes and trains, power 
and lubricate their factories, harvest their 
crops, and run their cars and trucks. 

Jersey’s Annual Report for 1952 shows how 
the big job of supplying people’s oil needs has 
become even bigger. It shows, too, how well 
this kind of American enterprise handles it. 

During 1952, Jersey’s affiliated companies 
produced, refined and sold more oil than in 
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any previous year. This meant more oil wells, 
more miles of pipe line, new tankers, addi- 
tional refining capacity, and expanded distribu- 
tion facilities. 

It also meant large investments. During the 
year, new equipment and replacements cost 
$498,000,000. Since 1945, almost three billion 
dollars have been spent for this purpose. 

The increased business brought to Jersey and 
its consolidated affiliates a record gross income 
for the year, but because of the higher costs of 
doing business, ner income was $8,480,000 less 
than 1951’s record high. About half of this net 
income of $520,000,000 was paid in dividends 
to the 269,000 persons who own Jersey. 

These pictures give some idea of the scope and 
scale of Jersey affiliates’ activities during 1952: 
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When Geologists Find a Likely 
Spot, or when known fields are 
being developed, new oil wells must 
be sunk, often at great cost. Here 
is a drilling rig in a project which 
expanded the known boundaries 
of an oil field in Saudi Arabia. 





Tanker Construction goes on con- 
stantly to meet requirements for 
water transportation of crude oil 
and finished products. During 1952 
Jersey affiliates took delivery of 
two new ocean-going tankers like 
the one shown above, as well as 
four smaller tankers. 


Many New Wells, such as this open- 
ing a Texas field, must be placed 
in operation yearly to meet de- 
mands. In 1952, although produc- 
tion of Jersey affiliates was 4 times 
that of 20 years ago, their proved 
reserves were at an all time high. 


New Ideas are essential to meet 
people’s needs for more and better 
oil products. Over $27,000,000 and 
the time of 2,500 employees were 
devoted to research in 1952. Nota- 
ble results included a motor oil 
to maintain efficiency of high com- 
pression automobile engines. 


New Refining Capacity helps to 
meet the need for more and better 
products. The units shown above, 
for example, represented an im- 
portant part of a recent modern- 
ization and expansion program at 
a Jersey affiliate’s refinery. 
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New Oil Sources are located by 
constant search and by using mod- 
ern equipment like this helicopter 
in Canada. New fields were also 
sought, with good success, in the 
U. S., South America, Western 
Europe, the Middle and Far East. 





sac gs Mie So 
Pipe Lines are costly, but provide 
the most efficient overland trans- 
portation of petroleum. This means 
cheaper, more abundant products. 
The pipe shown above went into 
a line delivering crude oil to a 
Venezuelan refinery. 


FINANCIAL SUMMARY—1952 


Standard Oil Company (New Jersey) and Consolidated Affiliates ; 


Fotal income from sales, 
services, dividends 
and interest . $4,156,977,000 
Net income .. . .$519,981,000 
or $8.58 per share 
Dividends paid . .$256,882,000 
or $4.25 per share 
Wages and other employ- 


| ment costs . . .$670,200,000 
ra 
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Taxes charged to 
income .....$371,600,000 
Other taxes, collected for 
governments. .$384,500,000 _ 
Spent for new plants a 
and facilities. .$498,051,000 ] 
Number of shareholder- 
OWIGIS oon. 5c nla 269,000 


Number of employees 120,000 


4 
4 
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The Annual Report tells the story in detail. We will be 
pleased to send a copy to anyone wishing it. Write Room 1626, 
30 Rockefeller Plaza, New York 20, N. Y. 


STANDARD OIL COMPANY (NEW JERSEY) 


AND AFFILIATED COMPANIES 


MAY 16, 1953 
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is Automobile Industry 
Facing Major Test? 





(Continued from page 242) 


the accompanying tabulation. 

Genera! Motors, dominant fac- 
tor in the industry, has been noted 
for its aggressive manufacturing 
and merchandising policies. It is 
by far the largest manufacturer of 
motor cars and accounts for vir- 
tually double the volume of each 
of its principal competitors. In 
addition, the company is a leading 
manufacturer of household ap- 
pliances, Diesel locomotives and 
other products. Production of pas- 
senger cars in the first three 
months of this year totaled almost 
700,000, or about 46 per cent of 
the industry’s 1,520,000 units, 
while the total of cars and trucks 
approximated 844,000. Output of 
cars and commercial vehicles last 
year declined 19 per cent, but ac- 
counted for 41 per cent of the 
total production in this country 
and in Canada. Earnings rose in 
1952, however, to $6.26 a share 
from $5.64 in 1951 in reflecting 
slightly lower taxes as well as the 
absence of a substantial reserve 
for reconversion of plants to non- 
military output. Dividends were 
maintained at the regular quar- 
terly rate of $1 a share, or $4 an- 
nually, which had prevailed’ in 
1951. Expenditures on capital im- 
provements are expected to be 
lower this year. 

Chrysler Corp., with four pop- 
ular passenger car brands, ac- 
counted for about 21 per cent of 
1952 new registrations reported 
by state authorities. The com- 
pany’s Airtemp division is an im- 
portant factor in air-conditioning. 
National defense products ac- 
counted for some 14 per cent of 
1952 sales. Restrictions on ma- 
terials helped explain a drop of 20 
per cent from 1951 in output of 
passenger car and commercial ve- 
hicles. Profit margins appeared 
to have widened partly as a result 
of reduced expenditures for ma- 
terials, such as conversion steel; 
and pre-tax income jumped 64 per 
cent over 1951. Heavier taxes, in- 
cluding accruals for excess profits, 
reduced the year’s improvement 
in net with the result that earn- 
ings rose to $9.04 a share from 
$8.27 in 1951. Dividends were 
maintained at $1.50 quarterly, 
total payments coming to $6 a 
share, compared with $7.50 in 
1951 and $9.75 in 1950. 


244 


20 Stocks Which Have Acted 
Best—Poorest 
in Market Decline 





(Continued from page 227) 


Chemical Construction Co., an 
American Cyanamid subsidiary. 
In all probability some time must 
elapse, several years perhaps, be- 
fore the undertaking can make a 
significant contribution to the 
Freeport’s distributable earnings. 

Currently, the company is 
showing a substantial gain in net 
from its sulphur operations. Its 
1952 sulphur output of about 1.7 
million long tons established a 
new record. Net income for the 
year amounting to $7.3 million 
was equivalent to $3.05 a share, 
and exceeded by better than $1 
million 1951 net income equal to 
$2.63 a share. Lifting of price 
controls has permitted domestic 
sulphur producers to adjust quota- 
tions for their product, a move 
that has enabled Freeport to im- 
prove its profit margin, the benefit 
of which has already found re- 
flection in first 1953 quarter’s 
operating results. For the three 
months ended March 31, last, net 
income of $1,891,051 represented 
a gain of approximately $431,000 
over first 1952 quarter, and on a 
per share basis equaled 79¢ as 
compared with 61¢ for the first 
three months of 1952. 

At recent price, the stock ap- 
pears to have given full considera- 
tion to th> future benefits from 
the new Cuban nickel-cobalt find. 
The stock is worthy of retention, 
however, for its dividend yield 
and long-range possibilities. 





Companies That Will—And 
Will Not—Benefit From 


Repeal of EPT 





(Continued from page 209) 


weight of the tax now falls hea- 
vily. Earnings of companies such 
as Boeing, Fairchild and Republic 
in the aircraft industry would 
clearly be much improved; com- 
parable examples exist among 
machinery companies, farm im- 
plement companies, and even steel 
companies. (In general, steel pro- 
ducers paid little or no EPT in 
1952 because of the effects of the 
steel strike on their income. Many 
of them are now unquestionably 
back in EPT brackets, and a gen- 


eral rise in steel prices, which is 
quite possible after mid-year, 
would push them still further 
into EPT.) But the correlation 
between high EPT payments and 
sensitivity to a truce or a general 
business downturn makes many 
of the more sensational EPT 
stock in some degree a speculative 
risk. For many individual inves- 
tors, buying into EPT stocks 
would mean sacrificing positions 
in favorably situated companies 
in consumer industries, where 
they stand to profit from a reduc- 
tion in personal tax rates not 
later than the end of 1953 (and 
possibly as early as July 1st) and 
then by the scheduled 5% drop in 
the corporate rate in early 1954. 
For other investors, it would 
mean reducing liquid reserves 
below desirable levels at this stage 
of the business cycle. Before 
either of these alternatives is 
taken, careful consideration 
should be given to the short-term 
outlook of the company, apart 
from the question of EPT. In 
particular, attention ‘should be 
given by the individual investor 
to the tax consequences of his ef- 
forts to buy into EPT companies. 
Where it would mean taking a 
significant capital gain tax on a 
current holding, the possible net 
after-tax profit may not justify 
the risk involved. 





Translating Vision and 
Dreams Into Realities 





(Continued from page 211) 


W. Va., plant, a Government 
World War II ammonia plant, 
was taken over by Mathieson, 
completely rehabilitated at a cost 
of more than $5 million, and put 
into operation in March of last 
year. 

Only last February, Mathieson 
joined with Mississippi River 
Fuel Corp., in organizing the 
Mathieson Mississippi Co., to ex- 
plore the possibilities of develop- 
ing petrochemicals. Tentative 
plans provide for $30 million of 
facilities for manufacturing fer- 
tilizer from natural gas. 

How far Mathieson has advanc- 
ed by reason of dynamic expan- 
sion in both plants and products 
can be gauged by its decade of 
progress in net sales and earn- 
ings. Every year of the last ten 
has shown a gain in net sales, 
moving up from $18.2 million in 
1943 to $147.1 million in 1952, the 

(Please turn to page 246) 
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There would be no Luxury Liners... . 


Ships sailed the seas long before petroleum was used extensively — 
but bituman or pitch was used to help seal water out of boats at the 
dawn of civilization. Sailing ships needed almost no lubrication, and 
the first wood and coal burning steamers could operate successfully 
with very small quantities of almost any type of animal oil lubricant. 


Today, luxury liners with their thousands of moving parts, must be 
furnished a great quantity of oil products by the petroleum industry or 
they could never leave port. Oil used for fuel, heating and lubrication 
makes possible the successful operation of ships all over the world, 
both in peace and war. 


The “UNITED STATES” is the new Queen of the Seas. She needs a 
constant supply of oil products in order to keep the title. SUNRAY, 
with headquarters in Oklahoma, is far from ports where ships of the 
sea are anchored. However, in 1952 SUNRAY produced more than 
25,000,000 bbls. of oil (1,050,000,000 gals.) which would almost float the 
S.S. “UNITED STATES” itself and two other ships just like it. The 
progress of our country depends a great deal upon shipping. The 
new Suntide Refinery being built at Corpus Christi, Texas, of which 
Sunray Oil Corporation owns 50 per cent, will use SUNRAY’s deep 
water terminal facilities and the 
shipping ports of the world will 
become Suntide’s market. This new 
refinery, and the shipping facilities 
available to it, enable SUNRAY to 
make another step forward 

for Sunray’s Progress and America’s 
Progress Go Hand in Hand. 





SUNRAY OIL CORPORATION 


GENERAL OFFICES e FIRST NATIONAL BLDG. e TULSA, OKLA. 





246 








| 
| 
| 
| 
| 





Translating Vision and 
Dreams Into Realities 





(Continued from page 244) 


latter figure reflecting the Squibb 
merger. Ten years ago, the old 
Mathieson Alkali Works earned 
67 cents a share for its common 
stock. Based on the weighted aver- 
age of common shares outstand- 
ing during 1952, net for that year 
was equal to $3.44 a share. 


General Dynamics— 
Atom and Airpower 


Such an article as this would 
be incomplete without reference 
to a third company—an old com- 
pany with a new and virile name 
—General Dynamics Corp., suc- 
ceeding, simply by a change in 
corporate title, the 54 year old 
Electric Boat Co., a builder of 
submarines principally, and _ its 
Electro Dynamic Division, since 
1880, a builder of electrical equip- 
ment for marine and industrial 
services. Within the last year or 
so, a new division has been added, 
the General Atomic Corp., in- 
active now, but organized with a 
thought to the future and the de- 
velopment of nuclear energy for 
industry. That is something with 
which to vonjure. 

Right now, General Dynamics 
is in the vanguard of American 
industry in the application to pro- 
pulsion of power from controlled 
nuclear fission through its par- 
ticipation in the design, develop- 
ment and construction of nuclear 
powered submarines. It has under 
construction at its Groton, Conn., 
yards the world’s first nuclear 
powered submarine, the ‘‘Nautil- 
lus”, and has already been assign- 
ed the task of designing and 
building the ‘Sea Wolf”, the 
Navy’s second nuclear powered 
submarine. The significance of 
these developments, aside from 
the revolutionary contribution 
which these ships will make to the 
strength of our Navy, is that in 
harnessing the force of the atom 
to propulsion of undersea craft, 
the foundation is being laid for 
the application of controlled nu- 


clear power to innumerable peace- 


time uses. 

While General Dynamics is 
making history at Groton, it is 
duplicating these developments in 
a slightly different way through 
Canadair, Ltd., its aircraft man- 
ufacturing subsidiary in Canada, 

(Please turn to page 248) 


THE MAGAZINE OF WALL STREET 







































ibb 
old 
led 
ion 
er- 
id- 
ar 
ld 
ice 
m- BOTTLING A PROFIT 
me 
- ALONG WITH THE BEER 
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of There’s a great deal more to filling bottles with beer than 
its first meets the eye. The way the bottling operation is per- 
ce formed can materially affect the brewer’s costs... and his 
ip- margin of profit. 
lal Since nearly two-thirds of all beer is sold in bottles to- 
or ; ; , ; , 
ne day, you can readily see that bottling machinery is a highly 
n- important piece of equipment in breweries . . . one that is 

a chosen with the greatest care. And it is significant that 62% 
le- of all the beer bottling lines in the nation are equipped 
or with Cemco Beer Bottle Fillers. 
th ‘ , : , , 

Designed and built by CROWN, these machines keep 

es the brewer’s operating costs low ... guard the flavor and 
an quality of his beer ... help him bottle a profit along with 
‘0- the beer. 
“4 Developing a machine that makes the brewer’s operations 
. more profitable is just one example of the way CROWN 
ar works with the industries it serves. By constant improve- 
er ment in metal caps and cans and machinery, CROWN con- 
“- tributes to the better packaging of a vast number of products 
ar used in the households of the nation. 
il- 

n- CLUES TO THE PREFERENCE FOR CEMCO BEER BOTTLE FILLERS 
nd ¢ Speeds as high as 340 bottles per minute mean big 
he daily production. 
acl © No air pick-up during filling operation protects beer 
of flavor and quality. 

m © Built for years of trouble-free performance. 
yn 
he ee te ee 
- CROWN CORK & SEAL COMPANY 

m Originator of the Bottle Cap and World's 
rt, Largest Makers of Metal Closures 
or 
neteientete BALTIMORE 3, MD. 

" f 

e- NE)))) 

2.3 es a and its subsidiaries: BEVERAGE BOTTLE CAPS « BEVERAGE BOTTLING MACHINERY 

1S MILK BOTTLE CAPS ¢ MILK FILLERS « METAL CAPS AND CLOSURES + CAPPING MACHINES « PACKERS’ 
= CANS « GENERAL LINE CANS «+ BEER CANS e "SPRA-TAINERS" » "“FREEZ-TAINERS” « MERITSEAL CAPS 
rh 
aS Subsidiaries: 
a, Crown Can Company, Philadelphia, Pa. » Western Crown Cork & Seal Corporation, San Francisco, Cal. » Crown Cork Specialty Corporation, St. Louis, Mo. 
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Dividend Notice 


A quarterly dividend of 
75¢ per share has been 
declared on the Common 
Stock of the Corporation 
payable June 10, 1953 
to share owners of record 
at the close of business 
May 12, 1953. 


CHARLES P. HaRT 
Secretary & Treasurer 
New York, New York, May 1, 1953 


GENERAL 
DYNAMICS 


CORPORATION 
445 Park Ave., New York 22, N. Y. 
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e@ from receiving dock 
@ to stock pile 
@ to processing 
@ to warehouse 
@ to shipping 
handle materials faster, more safely, 
and at far less cost—with 


CLARK 


EQUIPMENT 


Foremost Name in Materials Handling 


CLARK EQUIPMENT COMPANY 
BATTLE CREEK, MICHIGAN 


Products of CLARK EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS for 
Trucks, Buses, Industrial and Farm Tractors — FORK- 
UFT TRUCKS—POWERED HANDTRUCKS AND INDUS- 
TRIAL TOWING TRACTORS for Materials Handling. 
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Translating Vision and 
Dreams Into Realities 





(Continued from page 246) 


which it acquired six years ago. 
Canadair at the time was building 
North Star transports for British 
and Canadian air lines and had 
converted more than 250 DC-3s 
for civilian use. By 1949 it had 
received its first contract calling 
for 100 Sabre jets, North Ameri- 
can Aviation’s F-86-E. This has 
since been followed by more Sabre 
contracts, as well as orders for 
two-engine trainers and for Lock- 
heed’s T-33 Shooting Star jet 
fighter trainers. Canadair is also 
a principal participant in Cana- 
da’s guided missile program. Like 
other divisions of the parent com- 
pany, it continues to grow. In the 
five years since the close of 1947, 
this wholly-owned subsidiary has 
increased employment from 5,107 
to 12,427 at the end of 1952. 
General Dynamics, however, 
has not been content to restrict 
its interest in the aircraft indus- 
try to its ownership of Canadair. 
Early this year, in exchange for 
$8.7 million cash and 20,000 
shares of stock, it acquired a 
17% interest in Consolidated Vul- 
tee Aircraft Corp., builders of the 
Convair-Liner, used by commer- 
cial airlines throughout the world, 
the famed B-36 bomber, the high- 
speed fighter “Sea Dart’, and the 
first turbo-prop powered flying 
boat for the Navy. The new re- 
lationship between the two com- 
panies—the one developing the 
atomic powered submarine and 
the other the atomic powered air- 
plane—should strengthen the posi- 
tion of both as aircraft builders 
and in the application of atomic 
energy to industrial purposes. 


The Electric Boat Division’s de- 
sign department registered great 
expansion in 1952, reaching a 
level of employment four times as 
high as at the peak of the World 
War II work load. This reflects 
the fact that this division is now 
engaged in design work on seven 
different types of submarines 
simultaneous'y, as well as in re- 
search and development activities 
directed toward still further de- 
velopments in the submarine and 
allied fields. 

Basically, the business of Gen- 
eral Dynamic’s divisions is muni- 
tions. It is solidly entrenched as a 
builder of submarines that, from 
experience gained in World Wars 





DIVIDEND NOTICE 
Jefferson Lake Sulphur Company 


The Board of Directors, at a 
meeting on May 7, 1953, declared 
the regularly quarterly dividend of 
| 25 cents per share on the Common 
shares, payable June 10, 1953, to 
shareholders of record May 25, 
1953. 

CHAS. J. FERRY, 
Vice-President & Secretary 











| --—-—_--—-—— —— ee = 
I and II, is now recognized as a 


vital weapon in times of war. 

However, General Dynamics, 
under the guidance of a manage- 
ment which took over in 1947, has 
already disclosed the pattern it 
intends to follow in diversifying 
activities. It believes, because of 
its key role in preparation for 
defense both in the air and under 
the sea, production volume may 
be expected to grow materially in 
all principal divisions in the cur- 
rent year. At the end of 1952 it 
had a consolidated backlog, based 
on firm orders, contracts, and let- 
ters of intent, of approximately 
$372 million. In December, 1952, 
it acquired the exclusive rights to 
the manufacture and sale in the 
Western Hemisphere of Rotol 
controllable pitch propellers, ap- 
plicable to high speed craft, cargo 
ships, trawlers, tugs and military 
vessels. 

The Electro Dynamics Division 
has been experiencing an increas- 
ing acceptance of its motors for 
general industrial applications in 
the postwar years. Within the last 
year, this Division has inaugurat- 
ed a program of redesigning and 
improving its motors and gene- 
rators with particular emphasis 
on their suitability for the indus- 
trial market. It also has engaged 
in a program of plant moderniza- 
tion and is undertaking an inten- 
sified sales promotion campaign 
in the industrial field. 





Answers to Inquiries 





(Continued from page 187) 


this year. Company has taken an 
option on a 23 acre tract at Need- 
ham, Mass. as site for plant to 
manufacture finished paper milk 
containers. If plans materialize it 
is hoped to have plant in opera- 
tion next year. Dividends on the 
present stock amounted to $1.261/, 
a share in 1952 and 35 cents was 
paid in the first quarter. 
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RICHFIELD 
REPORTS 
ON 1952 





Net earnings of the Corporation 
for 1952 were $25,625,000, equal 
to $6.41 per share. 


Gross crude oil production in 1952 
amounted to 27,440,000 barrels. 


Crude oil processed at the 


38,383,000 barrels. 


Sales of refined products amounted 


totaled 10,134,000 barrels. 








Net production was 21,161,000 barrels. 


Corporation’s refinery in 1952 totaled 


to 34,146,000 barrels. Sales of crude oil 


OUR COVER... 
Richfield’s Discovery Well—Wheeler Ridge—1952 


WE WILL BE PLEASED TO SEND YOU A COPY OF OUR 1952 
ANNUAL REPORT. WRITE: SECRETARY, RICHFIELD OIL COR- 


PORATION, 555 SO. FLOWER ST., LOS ANGELES 17, CALIF. 





Gross Operating Income 


Costs and Expenses 


Interest Expense 
and Non-Operating 
Income — Net 


Provision for Federal 
Income and Excess 
Profits Taxes 


Net Income 
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Net Income per share 





COMPARATIVE INCOME ACCOUNT 

















1952 1951 
$180,828,129 | $186,460,591 
135,882,960 | 131,718,631 
$ 44,945,169 | $ 54,741,960 
(220,171)| __ (223,679) 
$ 44,724,998 |$ 54,518,281 
19,100,000 | 26,300,000 
$ 25,624,998 | $ 28,218,281 

$6.41 $7.05 
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OIL CORPORATION 


Executive offices: 


555 South Flower Street, Los Angeles 17, California 




















COMMONWEALTH 
INVESTMENT COMPANY 





A MUTUAL INVESTMENT FUND 


Prospectus describing Company 
and terms of offering may be obtained 
from Investment Dealers or 2551 Russ 
Building, San Francisco 4, California. 

Please send prospectus 




















DIVIDEND NOTICE 


The Board of Directors of 
Delta Air Lines, Inc. has 
declared a quarterly divi- 
dend of 25c per share on 
the capital stock of the 
company, payable June 1 
to stockholders of record 
at the close of business on 
May 15. 


Delta Air Lines, Inc. 




















General Offices: Atlanta, — 

















Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
April 24, 1953, a dividend of fifty cents (50¢) 
per share was declared on the Common Stock 
of the Corporation, payable June 30, 1953, to 
Common stockholders of record at the close of 
business on ‘ewe 1, 1953. 

The Board also declared a divi- 
dend of one dollar nine and 
three-eighths cents ($1.09375) 
per share on the $4.375 Cumula- 
tive Preferred Stock of the Cor- 

ration nay ble Tune 15, 
1953, to Preferred stockholders of 

at the close of busine s on June 1, 1953. 

S. A. McCASKEY, Jr. 


Secretary 


record 














ez) COLUMBIAN 
CARBON COMPANY 


One-Hundred and Twenty-Sixth 
Consecutive Quarterly Dividend 


A quarterly dividend of 50 cents per 
share on the Capital Stock of the 
Company will be paid June 10, 1953 
to stockholders of record at the close 
of business May 15, 1953. 


LYLE L. SHEPARD 


Treasurer 
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Trend of Events 





(Continued from page 200) 


improving their service at the 
same time that their financial 
strength remained unimpaired. 


GOVERNMENT POWER... Former 
President Hoover spoke with 
commonsense when he proposed 
that the Government begin at 
once to get out of the business of 
generating and distributing elec- 
tric power. His three suggestions 
are sound: 

First, that the government 
build no more steam generating 
plants, and no more hydro-elec- 
tric plants solely for generating 
power. Here a major evil of gov- 
ernment utility operation would 
be cut off at once. Government 
was in the power business first 
sanctioned because the power was 
said to be generated as a byprod- 
uct of flood control and navigation. 
This pretense was quite exploded 
when steam plants were added to 
firm up the supply of power de- 
livered from these supposed flood- 
control dams. As Mr. Hoover says, 
if the firming up is really needed, 
private buvers or municipalities 
will be glad to build the steam 
plants. 

Second, when so-called multi- 
purpose flood conirol and power 
dams are built in the future, the 
power should be sold wholesale at 
the bus bars. One of the most 
wicked things about the pretend- 
ed yardstick use of public power 
rates in comparison with private 
power rates has been that the 
public power cost was charged in 
large vart to often imaginary 
flood control and navigation bene- 
fits. When the power is sold where 
it is generated, the benefit from 
this deception—and hence the rea- 
son for it—could not be retained 
by the public power enthusiasts. 

Third, establish a commission 
to reorganize the whole Federal 
venture into the power business. 
The first thing this commission 
should undertake should be the in- 
stallation of honest bookkeeping 
from top to bottom of the bizarre 
power-producing and selling ma- 
chinery which has grown up since 
the Tennessee Valley Authority 
was inaugurated. 


THE 





Bulletins 


THAT GIVE YOU THE ANSWERS 
TO THESE QUESTIONS: 





1) How will your Mutual Stock 
Funds act in a bear market? 


2) What stocks can you buy for 
long term growth and capital 
gains? 

3) What dividend paying stocks 
providing steady income are 
now in a buying range? 

The timely facts in these 3 valuable 
Bulletins may improve your invest- 
ment results. 

The Bulletins contain: 

@ 5 Good Grade Defensive Stocks 

@ 5 Speculative Defensive Stocks 

© 12 Long Term Growth Stocks 

@ 12 Dividend Stocks for Income 

@ 12 Good Stocks to Buy on “Breaks”’ 

e Advice on 19 Prominent Companies 

@ Special Study on Swift & Co. 


SUPPLY LIMITED—ORDER NOW 
AVAILABLE AT COST—ONLY §2 
We offer these 3 Bulletins for $2 
to help cover printing and mailing cost. 
To get your copies, mail $2 with this 
ad TODAY. 
ACT NOW — GET THIS BONUS: 
Sample Investment Portfolio 
for INCOME 


For prompt reply you also get this 
extra Bulletin at no_ additional 
cost. Act now and mail this ad with 
$2 to — 


M-111 


BABSON’S REPORTS 
Wellesley Hills 82, Mass. 














THE TEXAS COMPANY 


203rd: 
Consecutive Dividend 





A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day. 
payable on June 10, 1953, to stock- 
holders of record at the close of 
business on May 8, 1953. 

The stock transfer books will re- 
main open. 

Rosert FIsHer 


Treasurer 


April 28, 1953 
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NEW RECOMMENDATIONS READY 
































FOR NEW BUYING POINT AHEAD 

























































































































































































































































































































































































































































































A SOUND PROGRAM For 1952-53 
For Protection — Income — Profit 


There is no service more practical... more 
definite ... more devoted to your interests 
than The Forecast. It will bring you weekly: 


three Investment Programs to meet your 
various aims...with definite advices of 
what and when to buy and when fo sell. 


Program 1—Top grade stocks for security and 
assured income of 6 to 7% with 
appreciation potentials. 


Program 2—Special dynamic situations for substan- 
tial capital gains with large dividend 
oayments. 


Program 3—Low-priced stocks for large percent- 
age growth. 


Projects tht Market... Advises What Action to Take 

.. Presents and interprets movements by industry 
of 46 leading groups comprising our broad Stock 
Index. 


Supply-Demand Barometer... plus Pertinent Charts 
depicting our 300 Common Stock Index, 100 High- 
Priced Stocks, 100 Low-Priced Stocks; also Dow- 
Jones Industrials and Rails from 1940 to date. 
Dow Theory Interpretation... .tells whether major 
and intermediate trends are up or down. 
Essential Information for Subscribers... up-to-date 
data, earnings and dividend records on securities 
recommended. 


Telegraphic Service...!f you desire we will wire 
you in anticipation of important market turns. 
Washington Letter — Ahead-of-the-News Interpreta- 
tions of the significance of Political and Legislative 
Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 














Mal Coupon 
Joday. ! 


Special Offer 


MONTHS’ 
l SERVICE $100 


Complete service will start at 
once but date from June 16. 
Subscriptions to The Forecast 


a $60 | pe year in U. S. and Canada. 


Y on can share fully in our special selections which our 
subscribers have been waiting for —to be released as soon 
as the buying point is reached in the market turn now in 
the making. 


Particular care is being taken to time our coming recom- 
mendations. Our subscribers have all been advised to hold 
large cash reserves which have grown in buying power as 
stocks declined. They are ready to buy outstanding investment 
values. 


In selecting securities to be recommended, we have weighed 
the realities of their present status and future prospects... 
emphasis was placed on hidden factors of financial strength— 
on foresighted and aggressive management—strategic position 
in their industry—low labor cost ratio—technical progress— 
sustained earnings and dividend prospects ahead. 


In addition... you will have the assurance of knowing that each 
security you buy on our advice is constantly supervised and 


you are told precisely WHEN TO TAKE YOUR PROFITS. 


ENROLL NOW TO BE SURE TO RECEIVE 
THESE RECOMMENDATIONS 


The time to act is now—so you will be certain to receive 
our recommendations as soon as issued, as the greatest profits 
are made at the beginning of a move. 


Mail your enrollment today — with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
which can be retained now with peace of mind — which are 
vulnerable and should be sold, thus releasing funds to buy 
our new recommendations at strategic buying prices. 








FREE SERVICE TO JUNE 16 : 

SiR 3 

' 

' 

ae = eecieuauee) ae — ' 

THE INVESTMENT AND BUSINESS FORECAST ' 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ' 

' 

' 

I enclose [J $60 for 6 months’ subscription: [J] $100 for a year’s subscription. : 
(Service to start at once but date from June 16. 1953) ' 

SPECIAL MAIL SERVICE ON BULLETINS ' 

' 

(] $1.00 six months: [] $2.00 [] Telegraph me collect in anticipation of ; 

important market turning points...When ' 

Special Delivery: [] $4.00 six months to buy and when to sell...when to ex- : 
[] $8.00 one year. pand or contract my position. H 
1 

RADAR 22 cs ac tas bacivg esheets scat eiccke acd au Ss aca lua sin seo aca ep ae ee } 
' 

' 

Address ......... ‘ 
' 

. ‘ 
3) ee PLE he aretha Rae, Ue TERE RRO a a ' 
Your subscription shall not be assigned at List up to 12 of your securities for our . 
any time without your consent. initial analytical and advisory report. ’ 
at esse es spi eno cen el cen cfc cps Clas or ase nrc sta ce tl te ca ens Saco eee onl aan cee ce at eliaaoetecapceaabce aaa 2 


are deductible for tax purposes. 


MAY 16, 1953 
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Atlas Corporation 


33 Pine Street, New York 5,N. Y. 


Dividend No. 46 
on Common Stock 








A regular quarterly dividend of 40¢ 
per share has been declared, payable 
June 20, 1953, to holders of record 
at the close of business on May 23, 
1953 on the Common Stock of 
Atlas Corporation. 


Wa ter A. PETERSON, Treasurer 
May 4, 1953. 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable June 12, 1953 to 
stockholders of record at the close 
of business May 18, 1953. 


B. E. HUTCHINSON 
Chairman, Finance Committee 














EVERYBODY'S DOING IT 


...and 90 can YOU! 





¢ Increase Customer Traffic 

¢ Build Up Your Sales 

¢ Build Lasting Goodwill 
by giving 


FREE ORCHIDS 
TO THE LADIES 


Here’s the giveaway promotion to build 
goodwill... bring in NEW CUSTOMERS 
.--bring back OLD CUSTOMERS! Proven 
successful for every type of business— 
large or small! Order 100 or 100,000 
Orchids! Write today for new low 1953 
price list and free brochure. 





DEPT. MWS 53 




















FLOWERS OF HAWAII, LTD. 
670S. Lafayette Park Pl. Los Angeles 5, Calif 
; | 
llied diated 
hemical 

















Quarterly dividend No. 129 of 
Sixty Cents ($.60) per share 
has been declared on the Com 
mon Stock of Allied Chemical 
& Dye Corporation, payable 
June 10, 1953 to stockholders 
of record at the close of busi- 
ness May 15, 1953. 

W. C. KING, Secretary 
April 28, 195; 
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Orderly Market Adjustment 
in Progress 





(Continued from page 203) 


stable-dividend stocks. The latter 
in typical cycles fluctuate roughly 
half as much as the general run of 
common stocks, with the compen- 
sation of a fairly high and reason- 
ably secure yield. 

Holding high-yield over-specu- 
lative stocks out of reluctance to 
accept any cut in income return is 
foolish, and can be very costly. 
Minimum investment income 
needs may be real, or more or less 
fancied. If real, there is a sensible 
area for compromise in security 
holdings, without seeking either 
maximum stability or above-aver- 
age yield. Thus, an aaeene yield 
of somewhat over 5% can be had 
from judicious cenitcaanans of 
funds between good new-issue 
bonds, preferred stocks and stable- 
dividend common stocks. More- 
over, we have no doubt that spe- 
cial-situation opportunities for 
semi-speculation will continue to 
develop in good-value stocks which 
are neither defensive nor over- 
cyclical. 

If you have followed our advices 
along these lines, and the recom- 
mended 60%-40% ratios of stock 
holdings and reserves, your posi- 
tion is a sound one, requiring no 
change. Otherwise, you should 
start strengthening 
much delay.—Monday, May 11. 





As I See It 





(Continued from page 201) 


only naked force. But the threat to 
use atomic weapons if need be is 
not the only essential. We must 
also make it plain to both Moscow 
and Peiping that there will be no 
material relaxation in prepared- 
ness throughout the whole free 
world unless assurances are given 
not only in respect to Korea but 
the whole Southeastern Asia. We 
must make it plain that the lesson 


learned in Czechoslovakia, Korea | 


and most recently in Laos, that 
“the leopard never changes his 
spots”, has finally been driven 
home, 
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UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 6214 cents per share has 
been declared on the a Bee Stock of said 
Company, payable June 10, 1953, to  stock- 
holders of record at three’ o'clock P.M. on 
May 19, 1953. 

L. 2. 


McHENRY, Secretary 




















CONTINENTAL 


Cc CAN COMPANY, 


A regular quarterly dividend of sixty 
cents (60¢) per share on the common 
stock of this Company has been declared 
payable June 15, 1953, to stockholders 
of record at the close of business May 
25, 1953. 





Ene. 





LOREN R. DODSON, Secretary. 





JUST OUT 
The New May-June 1953 issue of 
GRAPHIC STOCKS 


containing over 


1001 CHARTS 


The most comprehensive book of 
Stock Charts ever published 


They give you a complete market history 
of virtually every stock actively traded 
on the New York Stock Exchange and the 
American Stock Exchange, for over ll 
years to May 1, 1953 

Shown are: 


e Monthly Highs and Lows 

e Monthly Volume of Trading 
e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e Stock Splits — Mergers — etc. 


(See charts on pa ges 222, 223, 224, of 
this issue of the Magazine of Wall Street) 


Also — 48 Group Averages and the three 
Dow-Jones Averages; and a list of pre- 
ferred stocks with dividend arrears which 
offer opportunities for capital gains. 


SPECIAL OFFER 
To new subscribers only, the book 
“High Percentage Gains from 
20 Glamour Stocks Traded 
Over the Counter” 
with the May-June edition 
both for only $10 
Yearly Subscription 


(6 Revised issues) ............$50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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TREET 





Submit Your Security Holdings for 


a Valuable Personal Survey 





This is a strategic time to reappraise your investments, in view of the many 
changes that are taking place . . . in politics, in industry, in finances. The posi- 
tion, prices and prospects of your individual investments are being revalued. 


A HELPFUL UP-TO-DATE REPORT FOR YOU 


To assist you in this critical time, we 
extend to you a special invitation to 
submit your list of security holdings 
for our personal survey, if your in- 
vestments are worth $20,000. or 
more. 


Our report to you will comment con- 
cisely on your diversification, the in- 
come your account produces... and 
will point out some of the securities 
we regard as least attractive . .. and 
certain others worthy of only temporary retention. 


WITHOUT OBLIGATION—OUR VALUABLE COMMENTS ON YOUR POSITION 


The pertinent and informative nature of our preliminary analysis is clearly 
shown by the comments of responsible investors who have taken advantage of 
this special offer extended to you now. 


**,..a really admirable report regarding my portfolio.”. . .““I gave vou a big 
job and you gave me a thorough report.”. . .““I have read your report with 
a great deal of interest and appreciate the care and trouble you went to in 
preparing it.”.. .““Your comments and the wisdom of using investment coun- 
sel sound very reasonable.”. . .““Your Preliminary Analysis received and it 
seems to be what I am looking for. lam going to take this Service.” 


Our survey of your account will also tell you how our counsel would aid you 
in safeguarding and increasing your capital and income. It will tell you the 
elements of our service and quote an exact annual fee for our supervision. 


If you have not already done so SEND YOUR LIST OF INVESTMENTS TO 
US TODAY and we shall be glad to go ahead at once with our report to you 
... with no cost or obligation. All information you give will be held in strict 
confidence. Please give your personal objectives and requirements so our 
comments can be as pertinent and valuable as possible. This offer is open 
only to responsible investors who are interested in learning more about our 
investment counsel. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MacazinE oF Watt Street. 4 background of forty-six years of service. 


90 BROAD STREET 


NEW YORK 4. N. YW. 
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Industry finds greater utility and efficiency 
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NATIONAL 
STEEL 


in National’s Long-Span Multiple buildings 


From coast to coast, companies seeking 
industrial plant expansion in a hurry 
are finding the answer in the Long- 
Span Multiple! 

A product of the Stran-Steel division of 
Great Lakes Steel, originators and sole 
makers of world-famed Quonset build- 
ings, the Long-Span Multiple is adapt- 
able to any site or to any application. It 
is all steel, with straight side walls and 


NATIONAL STEEL 


GRANT BUILDING 


\ : 
\ NATIONAL 
STEEL 


arch roof for a maximum amount of 
unobstructed interior space. It is a 
quality building featuring arch ribs and 
trusses of famous N-A-X HIGH-TENSILE 
steel for long life, strength and economy. 
All-steel buildings are only one of many 
National Steel products that serve many 
industries in many ways. In addition to 
National’s large output of standard 
steels, its diversified operations provide 


CORPORATION 


PITTSBURGH, PA. 


AN INDEPENDENT COMPANY OWNED BY MORE THAN 19,000 STOCKHOLDERS 


special carbon steels for the automotivi 
industry; tin plate for the canning 
industry; zinc-coated steel for the hom 
appliance industry; low-alloy sheets an 
fabricated steel flooring for the railroa 
and trucking industries; steel framin 
tor the building industry. 

This, then, is National Steel—complete! 
integrated, entirely independent . . . or 
of America’s leading steel producer 





SEVEN GREAT DIVISIONS WELDED INTO 4 
INTEGRATED STEEL-MAKING STRUCTU? 


Great Lakes Steel Corp. Weirton Steel Comp. 
Stran-Steel Division Hanna Iron Ore Co 
The Hanna Furnace Corp. National Mines Cor 


National Steel Products Co. 
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